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BUSINESS AND THE INTER-STATE COMMERCE ACT. 


No doubt there were grievous difficulties in transporting mer- 
chandise before the enactment of the Inter-State Commerce law. 
One of the worst of these evils was the partiality or advantage 
shown large shippers over the smaller. There were other evils, also, 
of a serious character. The shippers at non-competing points were 
placed at a disadvantage with those living at points of competi- 
tion, and so too shippers living at long distances obtained advan- 
tages of an artificial sort, which, joined to natural ones, gave 
them a superiority over other shippers living nearer to the points 
of consumption or of exportation. All of these evils, besides many 
others, were well-known and occasioned unending complaints. Never- 
theless, great as they were, they had been modified by circumstance, 
by foresight, and by checks of various devising. The desire to 
continue business and the necessity of making a living, quickened 
the energies of the most severely pressed, until in one way or 
another they overcame to a great extent the evils from which they 
had suffered springing from an artificial source, or in other words, 
the conduct of the transportation companies. 

The old system, therefore, was another illustration added to many 
previously known, in which even a bad system or a bad law may 
be checked by the wisdom or energy of those whom it was expected 
to injure, or to whom, unexpectedly, injury has come. Many of our 
tariff laws, for example, while helpful to various classes and inter- 
ests, have been injurious to others, yet in due time the injured 


class have found a way of ameliorating their condition either wholly 
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or in part, so that the law in the end is less injurious than it 
was feared it would be in the beginning. This is the case with all 
legislation. The injured class seek to find ways of warding off the 
evil effects, and in a general way we may say that quite often they 
succeed in their endeavors. It is therefore a very serious question 
whether, in attempting to right the evils from which persons suf- 
fered under the old system, Congress has not created a fresh brood 
of a much more serious character than those which existed before. 

The clearest good effect springing from the law is the manifest 
equality of all shippers, great and small, under the law. Before, 
as is well known, the largest shippers of sugar, wheat and other 
commodities were getting advantages so great as to imperil seriously 
the business of the smaller. Now the smaller shipper sees that, so 
far as the railroad is concerned, he has a fair living chance. His 
prospects, therefore, have enormously brightened under the law, and 
just so far as his advantage has improved, the advantage to the 
large shipper has declined, and, consequently, we find the latter 
clamoring against the new state of things. From the best informa- 
tion we can gather, we think that it may be fairly said the 
heaviest opposition from any one quarter comes from this class of large 
shippers to obtain advantages over the smaller. What may be the 
effect on the Standard Oil Company we do not quite understand, 
but if the 'aw be honestly and efficiently enforced we do not see 
why the smaller shippers of oil will not in the future be as highly 
favored, or stand on the same plane as that huge monopoly. In 
this respect, therefore, the bill is wholly good, and all must rejoice 
that such an equality has been brought about by so simple an 
enactment. 

The provision, however, relating to the long haul and the short 
haul is producing effects far-reaching and not well understood. It 
may be too early to predict what will be the effect of this pro- 
vision on the interests of all who must depend upon the trans- 
porter for an outlet for his products. The theory of railroad tariff- 
making, previous to the, enactment of the law, was to put all 
shippers on a given line in a certain business on an equality. For 
instance, if a company was organized for the purpose of manu- 
facturing paper and was undecided in locating for the manufacture 
of the product, and the manager went to a railroad company for 
light on the subject, the outcome of the interview or negotiation 
would be that, whether he located at a competing point or non- 
competing point, whether he located in Philadelphia or a point 
fifty miles west of the city, the rates would be so made, that, as 
compared with others engaged in the business, he would be as well 
off, all things considered, in the one place as in the other. That, 
we say, was the theory under which railroads formerly did their 
business. They sought to treat all their shippers, in respect to 
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distance, in the same manner. If a farmer concluded to go to 
Dakota to buy his wheat farm instead of to Minnesota, the rail- 
road made a rate for him whereby he was likely to fare as well 
as though he settled in a nearer State to the export market. This 
principle prevailed everywhere among the railroads, and in applying 
it, too, the railroads were thinking not only of the good of their 
patrons, but also of themselves. Every railroad seeks to encourage 
traffic, to have the lands settled along its borders, to have the 
villages and cities through which it passes multiply in numbers and 
importance. In short, the general prosperity of the people is coin- 
cident and bound up with their own. The land must be settled, 
mills must be started, mines must be opened up, and the whole 
country made to blossom and bring forth abundantly in order to 
earn dividends and thus insure a good return for the investment. 
Such a policy of settlement and general development meant fair 
rates all around, everything considered. If better rates were given 
to manufacturers anc farmers in the East than in the West, then, of 
course, there would be no emigration westward. On the other hand, 
if the rates given to those in the West were too favorable, this 
meant abandonment of the villages, cities and plains in the East. 
From these hasty considerations, therefore, it will be clearly enough 
seen that there was only one possible policy for a_ railroad 
company which was coincident with that of its patrons, and that 
was, similar treatment, al} things considered, to every one. Under 
the application of this rule there were, of course, many minor 
irregularities. The transportation companies prospered, and so did 
their shippers. The statistics of wealth prove this. Here and there 
a person was injured by some irregularity, but the great multitude 
were accommodated and fairly treated. Their business became 
adjusted to this principle of transportation. Paper and iron mills 
and all other kinds of factories were scattered all along the various 
lines in view of the application of this principle and with the 
expectation that it would be permanently maintained. 

But the Inter-State Commerce law, in the twinkling of an eye, 
has changed this rule radically, and, it is feared, to the great injury 
of many persons. The equality existing before has been completely 
shattered. For the most part the shippers having the shortest 
hauls to make are to be great gainers, while those whose products 
must be hauled long distances are likely to suffer very seriously. 
It is possible that the water ways of transportation may relieve to 
a considerable extent the embarrassments of the long haul shippers, 
but if not, the outlook for them, unless that feature of the law 
be quite changed or set aside, will be dark indeed. Several very 
notable exceptions have been already made, and the commissioners 
who have been appointed to administer the law, and who are a 
highly intelligent body of men, may see fit practically to annul it 
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in order to prevent the injuries that would otherwise arise. Of 
course, those who are helped by the Inter-State Commerce act, are 
loud in its praises, and those who suffer are equally severe in their 
denunciations. Suffice it to say that the old rule has been com- 
pletely broken and advantages are to be gained on the one hand 
and disadvantages on the other of which Congress had no thought, 
and the extent of which cannot yet be clearly seen. The one 
thing that is seen is, that these injuries and inequalities are of a 
far-reaching character. The Ohio wool grower, for example, says 
that the law is a good thing because under it he is well protected 
from competition by the California wool grower. It is a Chinese 
wall for all wool growers in the East as against the Western wool, 
but of course the California wool grower is injured to the extent 
that the Eastern wool grower is benefited, and for aught we 
know, the one class is just as deserving of consideration as the 
other. 

It seems to us that the framers of this bill and its chief sup- 
porters had a kind of blind idea that in some how or in some 
way nobody was to be injured and a great many helped. Had the 
law been more carefully matured and its probable consequences 
more fully considered, and especially if the rules previously govern- 
ing transportation had been better understood, we cannot believe 
that Congress would have launched such a radical measure on the 
country. It would have been far wiser to have begun with a law 
aimed at the inequalities existing between the big shippers and 
the little, and of extending by degrees the regulation of Congress 
until all the evils arising from the old system had been swept 
away. But the law is now in operation and is not likely to be 
repealed and we can only watch its effects as carefully as possible 
while business must adjust itself to the new conditions. This 
will be the work of much time and entail much suffering and 
loss. During the months intervening between this time and the 
next Congress the gravest evils will doubtless appear and the law 
will then undergo a modification, doubtless, for the better. So far 
as the railroads are concerned it would appear that they are 
honestly trying to enforce the law as best they can and in good 
faith. What the effects will be on their dividends is very prob- 
lematical. Some of the officials are reported as saying that they 
are to be the gainers, but these are doubtful statements at the 
best. If a large portion of their traffic is diverted, this, of course, 
means positive loss to the companies. The five trunk lines between 
New York and Chicago pay their expenses and interest money 
mostly from their local business, while their dividends are earned on 
their through business. If the latter should now be seriously impaired, 
and from the readiustment of local business no larger aggregate 
returns should be received than before, of course, any one can see 
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what the dividends will be. While not desirous of looking with 
despondency on the future, we certainly think that the working of 
the law thus far is not favorable to increased dividends to the 
larger companies. Moreover, if the long and short haul clause 
should be permanently set aside in favor of Southern companies, 
this also will have its effect on the fortunes of the trunk lines, 
and unless they can drive their local rates up somewhat higher 
than they are at present, their net earning capacity is likely to 
be impaired. The natural increase in business from the ordinary 
growth of the country along the various lines may make up some- 
what for the losses incurred as above described, otherwise a posi- 
tive net loss must ensue from the operation of the law. 





q 


FINANCIAL FACTS AND OPINIONS. 


Another avenue for speculation has been discovered by Wall street 
capitalists, who believe that additional millions will be brought 
into the financial field by the introduction of some commodity of 
variable value but of absolute intrinsic merit, while of quantity not 
so limited as to be gathered under individual control. For this 
purpose silver bullion has been selected. To-day, the assay office 
gives certificates of purity of any quantity of bullion taken there. 
But these certificates are of too variable quantity for the purposes 
of the Wall street people. They have accordingly secured a respon- 
sible bank as the storehouse for the bullion, and receipts therefor 
will be issued in multiples of 500 or 1,000 ounces properly certified. 
Silver will of course be delivered for these receipts on demand. 
The certificates will be regularly listed at the Stock Exchange, and 
through this medium silver will be traded in with the same facility 
as petroleum changes hands through pipe-line certificates, or as 
grain through warehouse receipts, or as, after September, cotton will 
be traded in. 

An integer of value and the evidence of its integrity are required 
in speculation or investment. With so absolute a basis of value as 
silver bullion, small fluctuations will be sufficient to induce large 
operations by speculators, and of course it is to make business for 
the speculators that the brakers look with the keenest interest. So 
the idea, as looking to the control of the silver market, does not 
seem to be a bad one, for speculation in the certificates here might 
be made to influence the price of silver in London, and in turn 
the rate for Anglo-Indian council bills and the value of the Indian 
rupee. Hitherto the price of silver has been governed in London 
by causes that seem to be arbitrary. The promoters of the silver 
scheme here ask with some point, why this condition should exist 
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when this country is so largely the source of the supply of silver. 
It is easy to see why the idea meets with considerable favor in 
New York. The proposed plan will open a new field for specula- 
tion and bring silver into greater prominence. It will have the one 
disadvantage of adding to its instability, for the Wall street manipu- 
lators will be sure to make it move in order to fill their own pock- 
ets. The money in the scheme is evidently for its individual pro- 
moters. 

For a bank to issue silver certificates is not like treading on the 
heels of the Government, although at the first glance it looks like 
that, for the banks will issue their certificates for ounces, while the 
Government issues its receipts for dollars. It is the difference, then, 
between merchandise and money. All the silver mine men of the 
West will, of course, sing the praises of Wall street in thus creat- 
ing a new market for their metal. 





Financial affairs in Europe appear to be going from bad to 
worse, notwithstanding the fact that war has been averted tempo- 
rarily at least. In fact, the state of affairs as gathered from reliable 
authorities is nearly as disastrous as war itself could have produced. 
Talk of improvement under present conditions seems to be idle. 
The tendency is rather toward additional burdens than in the di- 
rection of improvement. However hopeful or ambitious, the people, 
groaning under taxation, are confronted with the difficulties of mak- 
ing brick without straw. Russia has lately increased the duty on 
imported iron. Germany, as reported by one of the Berlin organs, 
has taken revenge by increasing the duty on imported cereals five 
or six marks. Austria is said to be filled with dismay at this 
increase, since the corn duty will have a telling effect on that coun- 
try. Increased taxation of foreign grain means higher prices for 
bread, and the people find an additional cause for complaint. Ger- 
many is also said to contemplate an increased tax on spirits manu- 
factured in Europe. A greater burden is in that way provided for 
the agricultural classes. France is in as bad a way or worse. It 
has just completed an enormous loan for army expenses, and at the 
same time has added to the duty on corn. The proposal to mobil- 
ize the army next fall, probably means another military loan. 

Thus it is apparent that the one object of legislation in Europe 
is to raise revenue. The one means is to add to the tax on the 
necessaries of life. As the revenues increase of course the people 
become poorer. What does it all mean? Where will it all end? 





The foreign trade of the United States for April, according to the 
statements just issued by the Bureau of Statistics, shows a consid- 
erable falling off in exports of merchandise. A decrease appears in 
both quantities and values as compared with the preceding month. 
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There was also a decrease as compared with the corresponding 
month of last year. The exports of breadstuffs, provisions, cotton 
and petroleum, which constitute the volume of our exports of mer- 
chandise, aggregated $30,896,000 for April of this year against $38,- 
110,000 for April of last year, and $36,500,000 for April of the year 
before that. Shipments of wheat showed an increase over both 
1886 and 1885, but there was a heavy falling off in the exports of 
corn. Provisions also showed a heavy decrease. Perhaps the most 
significant feature of the report was the heavy falling off in the 
exports of cotton. Of this article the exports for the month aggre- 
gated only $9,000,000 against $15,000,000 in April of last year. For 
the first ten months of the Government’s fiscal year ending April 
30 the value of the articles named shows, however, an increase of 
almost $55,000,000 as compared with the corresponding period of 
1886. But as compared with 1885 there was a decrease of more 
than $9,000,000, Exports of wheat exceeded largely both the pre- 
ceding years, so did those of cotton, the gain over last year in 
this case being more than $21,000,000. Only corn and other cereals 
fell below high water mark. 

On the whole the export movement of the past ten months is 
favorable. Certainly a very satisfactory showing has been made by 
those two great staples wheat and cotton. 





No less than three hundred and fifty new banks have been formed 
in the United States during the last four months. At first thought 
this is calculated to cause surprise. One would naturally think that 
the limit of profit in this business would be reached before long. 
Yet there are few signs, if any, that it is near at hand. Nor is it 
likely to be reached as long as money finds ready business at satis- 
factory rates. A more important consideration lies in the fact that 
over fifty of these new banks have been organized under the National 
system. In view of the fear which has been entertained in some 
sources, that the National banks may be rapidly diminished by the 
payment of the public debt, this is reassuring. The small interior 
towns claim most of the new banks. The business there is small 
enough to make the profit from circulation an appreciable source 
of net revenue. In the large cities it may be different, but with 
the smaller National banks it is evidently an object to replace the 
call three per cent. bonds with higher priced bonds. It has been 
observed that every dollar of note circulation brings in an interest 
revenue, including the four per cent. bond interest of not less than 
six and not more than eight per cent. Many banks looking to their 
own advantage will not reject this additional gain, even if they pay 
twenty-five per cent. premium for their basal security. The calling 
in of bonds will not greatly trouble the National banking system 
while such a rate of profit can be kept up. 
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The transportation problem is an interesting contribution to the 
North American Review of April. The article shows graphically the 
relation of the New York Stock Exchange to the railways of the 
country, holding that this exchange is the focus of these properties 
and the chief instrument for securing their control. Tables are pub- 
lished showing what can be done with $100,000, or any other sum, 
with uninterrupted progress on either the bull or the bear side of 
the market, the profits being reinvested at each three per cent. 
advance or decline, with a margin at each reinvestment of five per 
cent. With five investments starting with $100,000, and a change in 
price of fifteen per cent., the capital and interest in each case yield 
$1,048,576, from which is to be deducted brokerage and interest. 
Of course the thing is to have the market in your favor. “This,” 
says the Worth American, “is what the business of this country has 
greatly hinged upon during the last twenty years. To the fact that 
certain men have been able to influence the market in their favor 
we can ascribe very largely the present distribution of wealth. The 
railroad management of this country is not yet solidified, and the 
gravest jealousies exist, but they are becoming fewer.” It may be 
added that one of the effects of the Inter-State Commerce law will 
be to assist in weeding out these same jealousies. 





The wonderful development of the South during the past twelve 
months has been the subject of much comment, and, according to 
the Engineering and Mining Fournal, which has sent one of its 
editors on a trip through that part of the country, the glowing esti- 
mates are not much overdrawn. The /ourna/ reports that nearly 
sixty coke and charcoal furnaces are built or are being built in 
Tennessee, Alabama and Georgia, and adds that should those under 
contract blow in within a year about 1,500,000 tons would be added 
to the present annual output of that district. None of the iron at 
present produced in the South is suitable for Bessemer steel, so it 
all goes to market as foundry and mill irons. A considerable part 
of the Southern iron is adapted to take the place of Scotch pig, 
and its trial might make the importation of that fancy brand unne- 
cessary or less called for. It is also suggested that Bessemer ores 
may yet be found in the South in considerable quantities, or they 
may be brought from Cuba or elsewhere by way of Mobile, as they 
are now brought by way of New York, and thus the quantity of 
foundry and mill iron may be reduced materially. 





Any stringency in the money market this summer and fall must be 
met. So it has been decided after many conferences between bank- 
ers and the Treasury department. Properly enough the plan of 
selling bonds in the open market has not been adopted. This 
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scheme would have been an invitation to speculative holders to 
unload upon the Government, and it was manifestly impracticable. 
A city contemporary, the J/zdzcator, which has been looking up 
authorities on the matter, reports that the banks are satisfied that 
in case of any stringency the Treasury will anticipate one year’s 
interest on outstanding bonds. This action, although unprecedented, 
and possibly objectionable from some conservative points of view, 
would not encounter legal difficulties, and if put in force would 
cause the release of some $50,000,000, counting in the calling of 
bonds this summer. Evidently there is not much danger of any 
violent disturbance of our present placid monetary conditions. 





It is to the condition of the wheat crop that the financial eye now 
often turns, and it is gratifying to report that the conditions now ruling 
are excellent. The Chicago Farmer’s Review says that recent rains 
have been beneficial to winter wheat in all sections, that the seeding 
of spring wheat is completed, and in a majority of instances the crop 
is above ground and promising well. According to the monthly crop 
report for the district embracing the Southwestern States, the acre- 
age shows an increase of 24% per cent. as compared with last year. 
Mississippi leads with an increase of 4 per cent., and is followed 
by Arkansas with an increase of 334 per cent. The acreage planted 
in cotton shows an increase of 25g per cent. over last year. In this 
case Tennessee has the honor of reporting the largest gain, the 
increase being estimated at 4% per cent. Arkansas follows with an 
increase of 4 per cent., and Alabama comes next with one of 2 per 
cent. 





All the currency there is outstanding is needed by the country in 
this time of activity in general business. Some financial writers are 
advising the Secretary of the Treasury to increase his deposits of 
internal revenue receipts with the National bank depositories as by 
law provided, so as to diminish as far as possible the hoarding of 
money by the Treasury. Perhaps it would be well, too, if the Sec- 
retary would set the precedent of depositing in this way some of 
the National bank note redemption fund, which now amounts to 
more than a hundred millions. The tremendously rapid growth of 
the country and its rising tide of prosperity demand the use of a 
greater amount of currency from year to year. The absorption of 
the new silver certificates as rapidly as the Government presses can 
supply them, indicates the extent of this demand. This is a great 
country and our Secretary should guard against any clogging of the 
monetary wheels of progress. 





The substitution of a paper currency circulation for the present 
coin circulation of the Pacific Coast is the burden of a report that 
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comes from Washington regarding the policy of the Treasury depart- 
ment. Some doubts are expressed, however, as to the success of a 
scheme to force a certificate circulation on the Coast. The Sub- 
Treasurer at San Francisco is quoted as asserting that the paper 
would not be acceptable, and would be shipped to New York as 
soon as issued. He thinks this would be the case not only with 
silver, but with gold certificates. Other authorities believe that ob- 
jection would extend only to the silver certificates. There is a 
sentiment that the section of the country which exerts so much 
influence to force the continued coinage and accumulation of silver 
should carry a share of that sort of currency. It is a feature of 
our monetary policy that the people who are supposed to control 
the Government are unable to choose the kind of money they 
shall use. The silver dollar is a coin which is not desired by every- 
body. The silver champion has been particularly sonorous on 
the Pacific Coast, and if people are to be compelled to take silver 
certificates, whether they want them or not, perhaps a dose of their 
own medicine will be a good thing for the country if not for the 
silver advocates of the distant West. 





The last of the three per cent. bonds, about nineteen millions, have 
been called for redemption. There is still considerable discussion of 
the practicability of the using of the surplus revenue for the pur- 
chase of the four and a halfs and the fours at their market price. 
Some opposition to this plan has been developed. The four and a 
halfs and the fours are largely held for permanent investment. The 
amounts offered for sale are therefore comparatively small, and the 
present market quotations are no indication of what the Govern- 
ment might be compelled to offer in order to secure the purchase 
of say ten millions of bonds. The point is also made that the 
constitution empowers the Government to pay debt but not to pay 
premium on the debt, the premium being no part of the debt. 
Even at the present premium, it is urged that every $100,000,000 
paid would cost say $20,000,000 in the premium. Knowledge that 
the Government was to become a buyer would of course cause a 
speculative increase of the premium. It is not to be supposed that 
the Government will make any purchases until it sees profit in the 
transaction. If it can buy the bonds at a price that will save it 
something in the way of interest, the question is simply a business 
one. The constitution does not prevent the Government from tak- 
ing any action for the general welfare, so that the legal objections 
regarding premiums are robbed of their force. 





The New York money market does not depend so much upon the 
condition of the New York banks as it did a few years ago. It is 
governed more by the supply of money in the principal financial 
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centers of the world. This is shown by the fact that nothwith- 
standing the large falling off in the April exports of our lead- 
ing staples and the continued absorption of money by the Treas- 
ury, there has not only been no stringency in the money market, 
but the market for sterling exchange has been actually depressed. 
The superabundance of money in London and the consequent move- 
ment of funds to this country have neutralized the large falling off 
in exports. Evidently Europe has become better acquainted with 
American enterprises, and as the result of such acquaintance Euro- 
pean capital is finding its most satisfactory employment in this 
country. Of course this will be more manifest than ever when the 
revival of exports creates a trade balance in our favor again. 





Statistics of coal mining show that the introduction of natural gas 
has not diminished this industry, which, on the contrary, has in- 
creased considerably. In view of the fact that in Pittsburgh alone 
the consumption of coal has been reduced some 18,000,000 bushels 
a year, this assertion might at the first blush seem unaccountable. 
But the output of Pennsylvania, Ohio and other coal States during 
the past few months has been extraordinary. Where are the new 
markets for this fuel? They are evidently found in the towns and 
townships. The methods of rural communities have been revolu- 
tionized by new conditions, new growths, new enterprises, and better 
transportation facilities. Coal at 10 cents a bushel has been found 
to be cheaper than wood at $2 a cord. The stimulating influence 
on Our mining industries is easily accounted for and the continued 
organization of new coal and iron enterprises and the increased 
revenues of coal-carrying roads cease to be a matter of wonder. 





That the bimetallists will come more and more to the front is one 
certainty which the London Word finds among the distracting 
doubts of the future. The Word asserts that the battle of the 
standards is being rapidly recognized as a social question of the 
highest importance, and that since bimetallists have always insisted 
on this fact they are listened to more eagerly than of old. At an 
address given a few days ago at the Manchester Athenzum, the 
social importance of the currency question was pointed out, and it 
was claimed that in the past ten years some {900,000,000 had, 
through the demonetization of silver, been transferred from the pock- 
ets of one class of the community to those of another. The Man- 
chester Guardian, moved to comment on this address, admitted that 
it imparted a degree of seriousness and weight to the controversy 
which could hardly fail to impress the minds of many who had 
hitherto regarded the questions involved as unsubstantial and tran- 
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The operations of London in American securities have been receiv- 
ing as much attention from some financial journals as though the 
value of our investments depended very largely, if not principally 
upon the transactions made by cable. It has become quite the 
thing for some authorities to blow the horns in New York when- 
ever there is a fog in London. As a matter of fact the same 
influences have not for some time, and do not now control both 
the foreign and domestic markets. An evidence of this is the fact 
that money is a drug in London, while it is in lively demand here. 
The operations of the London market in American securities do 
not aggregate more than those of two or three leading New York 
banking houses. We might almost as well look to New York to 
regulate the value of British consols as to expect London to point 
out the way in the monetary affairs of this country. 





The cotton movement is small this year all over the South. At 
Galveston, in April, the receipts were 12,000 bales against 32,000 
bales in April of last year. A great deal of Texas cotton finds its 
way to New Orleans. There the receipts were 35,000 bales against 
48,000 last year. All along the Atlantic coast, too, the cotton move- 
ment fell off heavily. The total receipts of cotton at Southern 
ports in April, were 73,000 bales against 187,000 bales in the same 
month of 1886. From January 1, to May 1, the total was 1,187,000 
bales against {,311,000 bales in the same period of the year before. 
In the meantime, the India crop is reported to be of satisfactory 
quantity, but of less satisfactory quality. Total Indian shipments 
since January I, show the largest figures since 1884. 


















Great Britatn’s imports of food supplies and cotton during the 
first three months of the year amounted to $32,000,009 in value. 
Of this, $22,000,000 came from the United States. In April, this 
country sent a decreased supply of breadstuffs to Great Britain, 
but exported an increased amount of some staples. Great Britain 
draws its chief imports of merchandise from Uncle Sam, and it 
shows a tendency to enlarge its demand rather than the reverse. 
















The prices of government bonds during May, averaged too for the 
threes, 109% @ 109% and 110% @ 110% for the four and a halfs, 
registered and coupon, and 129 @ 129% for the fours. At these 
prices purchasers received an income upon the money invested at 
the rate of 2.20 per cent. per annum in the case of the four and 
a halfs, and of 2.32 per cent. in the case of the fours. 
















BUSINESS MONOPOLIES. 


BUSINESS MONOPOLIES. 


The cattle men in the West are trying to form a combination 
for the protection of their interests, that is to say, they wish to 
become partners in the raising and selling of cattle and of sending 
meats to the markets of the country. They say that one hundred 
millions will be or should be put into this new monopoly. The 
justification for the new movement is partly humanitarian and partly 
selfish. They say that while the price of live stock has diminished 
40, 50 and more per cent. within the past few years, the con- 
sumer in the East pays about as much for his meat as ever. Of 
course, somebody between the cattle raiser and consumer is making 
this difference of 50 per cent. or more. The cattle raisers know 
who are the gainers. They say that the happy stockholders of the 
Chicago stock yards put that difference into their pockets, and 
by way of evidence it is asserted that the stock of that company, 
which was a million and a-half a few years ago, has been watered 
to eleven millions, on which fifty-five millions in dividends have 
been declared in ten years. It is asserted that four concerns have 
made upwards of two hundred millions in this little business of 
buying and selling cattle. Pretty fair profits for butchers. It is 
quite evident if this statement be true, that the number of lambs 
sold is enormous. 

Now the cattle raisers say that it would be a good thing to 
join forces and go at this little band of greedy butchers in Chicago 
and take a portion of these profits themselves. It is quite true 
that the general supposition has been that the cattle raisers had 
not been particularly modest in this matter of profit-making, but 
it may be that the business is not as profitable as it was a few 
years ago. It certainly is true that for a considerable period it 
paid enormously, and possibly it is the thought of these big divi- 
dends which they formerly received that is inspiring these gentle- 
men to form a new combination whereby those halcyon days shall 
return to them. 

We do not suppose that the public would mourn particularly if 
the stockholders in the Chicago yards did not make quite so many 
dollars, but it is something of a question whether, if this new com- 
bination should get into fine working order, the public would buy 
their meat any cheaper than they do now. In a great many cases 
monopolies have served the public faithfully, and whenever they do 
their course is to be commended. If there can be any economy 
wrought in the slaughter of beef further West, as these cattle 
raisers say can be at Kansas City and other points, these econo- 
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mies are worthy of consideration and of putting into execution, 
but if the savings from these economies in dressing beef are to 
go entirely into the pockets of the cattle growing combination, 
the public will care but very little for the fortunes of the new 
company. It may be, however, that the cattle raisers will be con- 
tent to part with a portion of the profits which they might make 
and sell their product at a little lower price to the consumer. If 
this were done the change would be very gladly welcomed. The 
tendency now-a-days seems to be in the direction of combination, 
nor will it do to say that the public always suffers from the 
change. Such a judgment would be as swift as it is unfair. We 
can call to mind a very large number of great companies in the 
production of woolen, cotton, and other fabrics as well as in the 
exchange of them, which certainly have been very helpful to the 
public in the way of getting better goods at more reasonable 
figures. All depends on the spirit and methods of the managers. 
Let us hope that this last experiment contains more of good than 
evil. Let us hope that the cattle raisers are intent on making 
this change with a view of benefiting the public as much as them- 
selves. If such should prove to be the case, thev certainly would 
gain the thanks of the entire country. One thing is pretty cer- 
tain, which cannot be said of combinations always, that the public 
are not likely to suffer from this union of cattle raising with the 
preparation of meat food for market. 





a a 2 


SUCCESS OF CO-OPERATION IN GREAT BRITAIN. 


The annual report of the Co-operative Wholesale Societies of Eng- 
land and Scotland for 1887, is the most complete and instructive 
annual yet issued by either society, and especially by that of Eng- 
land, which is really the parent of its Scottish protegé, whose re- 
ports are now published together for the first time. In speaking of 
the wonderful growth and success of these societies in Great Britain, 
Mr. John Gledhill and Mr. Percival, its agents for the purchase of 
produce in the United States, attribute it to the fact that Englishmen 
are willing to join such an enterprise and take a subordinate posi- 
tion, trusting to faithful and efficient service in the employ of the 
society for advancement. Whereas, in this country co-operative 
experiments have generally failed because all wanted to be bosses. 
This, of course, applies to the officers, agents, employes and the 
whole working force,- which, in the case of the English society, 
amounts to the respectable commercial army of 2,000 men. Perfect 
organization, discipline and efficiency are thus secured as well as the 
extra stimulus to faithfulness and energy of an interest in the busi- 
ness. 
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On the other hand the workingmen and poorer classes in Great 
Britain, said Mr. Percival, who was Secretary of the English Society 
for fifteen years, are willing and ready to take the trouble of organ- 
izing local retail societies on which the success of the general whole- 
sale societies depend, and of attending meetings necessary for the 
transaction of their business, as well as to extend the membership 
and solicit trade for their local societies, for which every member 
becomes a drummer. Whereas, in this country, the workingmen have 
never taken sufficient interest to organize, maintain, or even give 
their own trade to the co-operative stores that have been attempted 
in the United States, with but few exceptions. 

To these two causes, growing out of the differing conditions of the 
working people in the two countries, which necessitate more rigid 
domestic economy and to the better training and discipline of the 
commercial classes in England, these gentlemen attribute the success 
of co-operation in Great Britain, while it has generally failed among 
the same nationalities on this side the Atlantic. 

Grave questions, however, are presenting themselves to these socie- 
ties in Great Britain, where they seem destined to play an import- 
ant part in the solution of the great commercial and land questions 
that are puzzling British statesmen of both parties, as these socie- 
ties have already found the solution of the industrial problem in co- 
operation. Instead of dodging or shirking them, however, as English 
statesmen are attempting to do, these societies have met them squarely 
in this annual, by publishing therein a series of well-written and 
considered articles upon the burning questions of the day in Eng- 
land, prepared by well known and accepted authorities on the sub- 
jects treated. 

An able article on “Money and its Commercial Functions,” by 
Professor Nicholson, favors international bimetallism as a relief for 
many of the commercial evils under which Great Britain is at a 
disadvantage in its commerce with the world. Arthur Arnold, presi- 
dent of the Free Land League, contributes an article on “ The Land 
and the People,” which, in its fairness and moderation both of dis- 
cussion and remedies, is a striking contrast to the radical theories 
and remedies proposed by Henry George. Yet they go to the 
root of the evil which the British Parliament is trying to remedy 
by trimming the branches of the Upas Land system of Great Britain 
that has overshadowed all her industries and driven away her people. 

“The World of Labor,” is another contributed article by an Eng- 
lishman, who shows the workingman how, with a fair average income 
and without serious sacrifice, he may on fair wages and steady 
employment provide his family with the comforts of life and for old 
age and his children with a start in the world on a higher plane than 
their parents occupied. A most interesting sketch of the cotton in- 
dustry in Great Britain, by J. C. Fielden, as well as a history of 
milling by B. Withington, and British legislation regarding industrial 
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and provident societies in England, are also included in its contents, 
which, altogether, are invaluable to the student of industrial develop- 
ment and the great social movements that are revolutionizing Eng- 
land and the world. 

Regarding the commercial and industrial growth of these societies 
at home and the extension of their commerce with the world, the 
report furnishes most interesting statistics and comparisons. 

In addition to the agency in New York for the United States and 
Canada, the English society has purchasing agencies on the Conti- 
nent of Europe, and runs regular lines of steamers between Ham- 
burg, Calais, Rouen and Liverpool, five of which it owns, as well 
as manufactories of all kinds of goods in England, from which 
it supplies its own stores. It has also Co-operative Insurance, 
comprising both fire and life and for the fidelity of officers and em- 
ployes of the society. The central officers of the English society, 
as well as of their insurance company and wholesale stores and 
departments, are at Manchester. It has also branches through Ire- 
land at many of whose seaports it has warehouses. The number of 
local societies belonging to the wholesale of England is 738, which 
is the supposed total number in England and Ireland. 

But this society does not stop with supplying whatever the body 
requires for clothing and food. It has halls for meetings and lecture 
and reading rooms with libraries for its members, and is steadily 
adding to the means of supplying the educational wants of the people. 
It publishes the Co-operative News and Journal of Associated Industry, 
which is the only organ of these societies in the United Kingdom. It 
is a penny weekly and circulated and sold by all the society’s branches. 

The English Wholesale Society began business in 1864 with annual 
sales of only £120,000, which in 1885, reached £4,793,000, and in 
22 years aggregated £45,880,900, with a profit of £568,700. Number 
of societies holding shares, 738; number of memberships belonging to 
shareholders, 507,700; share capital, £284,000; loans and deposits, 
£524,700; reserve fund, £31,000; insurance fund, £ 40,000; net profits 
1885, £77,630. 

The aggregate membership of all the English societies at close 
of 1884, was 897,900. Share capital of £5 per share, £ 8,646,000; loan 
capital, $1,880,000; sales for 1884, £ 80,424,000; net profit, £2,723,000; 
amount Gevoted to education, £19,154. 

The Scottish Wholesale Co-operative Society did not begin busi- 
ness till 1868, with headquarters at Glasgow. In 1886 it employed 
623 men in its wholesale branches; and in 18 years it had sold and 
distributed in Scotland, £12,200,000 worth of goods, at a profit of 
£278,900, beginning with sales of £9,697, on a capital of £1,795, 
with profits of £48 in in 1868, and ending with sales of £1,147,788, 
profits of £29,304, on a capital of £326,169 in 1886. It is in most 
respects organized and conducted the same as the English society, 
except that it is younger and less extensive. 













































THE LATIN MONETARY UNION. 


THE LATIN MONETARY UNION.* 


In 1850 there was a double disturbance of the monetary circu- 
lation of Europe. Gold was discovered in California and Australia, 
and commerce with the silver-standard countries of the Orient was 
developed to unprecedented proportions. Gold, coming in immense 
quantities, diminished in value, and silver, acquiring a premium, 
disappeared from circulation. A _ sensible difference consequently 
arose between the legal and the real price of these two metals, 
and speculation hastened to profit by this new state of things and 
contributed not a little to withdraw from circulation the silver 
money so necessary in the settlement of small transactions. 

Such a situation could not last; there was urgent need of a 
remedy. An acute crisis resulted for the States with a bimetallic 
system, gold and silver. To prevent the white metal going out of 
circulation entirely, Switzerland decided, in 1860, to reduce the 
standard of the franc and its silver subdivisions and multiples. 
This example was soon followed by other States, but their meas- 
ures were not uniform. It was desired thus to create for the needs 
of the circulation in each country a fractional silver currency with 
a nominal value superior to its real value, so as to guarantee it 
against exportation, and without having its nominal value offering 
premium enough to provoke counterfeiting. Has this end been 
attained? The measures taken by France, Switzerland and _ Italy, 
partly stopped the speculation, which profited by the change in the 
value of the two metals and sent abroad the fractional coins of 
these countries; but they brought about other inconveniencies, no 
less grave, which ended by diminishing still further the silver cir- 
culation in each of these States. The difference of the standards 
of money resulted in seriousiy altering the monetary communion 
of these nations, and in establishing between the silver coins of 
adjoining countries, differences of price, soon taken advantage of 
by speculators. Specie of a lower standard was not received in 
the public offices of the States with a higher standard, and these 
States thus found themselves reduced to their own money. More- 
over, they could not even keep this money, speculation finding it 
profitable to melt up the silver and export it where, as in Switzer- 
land, it would be coined into pieces of a lower standard. 

Belgium was the greatest sufferer, for it had kept its silver coins 
of the primitive standard, and it was also the first power to attempt 
to remedy the embarrassments of the situation. It thought of a 


* Adapted from the French of Paul Fauchille, in the Annales de 7’ Ecole litre des sciences 
politiques, 
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monetary union of the States, which had adopted the franc as the 
base of their system, and made overtures to the French Govern- 
ment that were quickly accepted. A conference, composed of dele- 
gates from France, Belgium, Switzerland, and Italy, met at Paris, 
and its labors resulted, December 23, 1865, in the signature of a 
monetary convention. 

France, Belgium, Italy, and Switzerland constituted themselves a 
union in respect to the weight, standard, measure, and currency 
of their gold and silver money. Thanks to the adoption of one stand- 
ard, the old harmony was re-established, and the fractional currency 
of the four States could safely circulate in their respective terri- 
tories. An end was also put to the speculation, which, since 1860, 
had troubled the relations of these States. 

The situation, however, could not be remedied by these measures 
alone. It was necessary to prevent the speculators taking the silver 
out of the countries of the union, and for this purpose the four 
States put the standard of their fractional money down to ,535,, 
hoping thus to establish between the nominal and the real value 
a sufficient difference to take all profit from exporters, even in 
case the premium of silver over gold should rise. In view of the 
growing needs of commerce, the conference resolved to make the 
fractional currency on the basis of 6 francs per head, and by 
this figure to multiply, not that of the actual population, but that 
of the population estimated for each State at the expiration of the 
treaty. France, Italy, Belgium, and Switzerland were accordingly 
authorized to coin respectively amounts of 239 millions, 141 millions, 
32 millions, and 17 millions. The coinage of silver 5-franc pieces 
remained entirely free. The monetary union was created, and to 
make it as extensive as possible, the right of accession to it was 
granted to any State accepting its obligations. Greece adhered to 
the convention in 1868, but her accession only became complete 
in 1875, when she began coining silver in conformity to the system 
of the union. 

The convention of 1865 was scarcely concluded, when of them- 
selves the prices of the two metals approached nearer the legal 
relation. After having been 15.33 in 1853, 15.21 in 1859, and 15.35 
in 1864, the ratio became 15.46 in 1865 and 15.41 in 1866. This 
improvement of the silver market was not of long duration, for, 
soon, a sudden change sent silver down below its legal value; 
from 1867 to 1872 the ratio between gold and silver varied pro- 
gressively from 15.57 to 15.63. The situation had thus become 
entirely different from what it was in 1865, being reversed, for 
there was now a notable diminution in the price of silver com- 
pared to that of gold. 

Various causes brought about this depreciation. The first and 
perhaps the principal one was the tendency of all legislation towards 
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the unique gold standard. In 1867, eighteen States in conference 
pronounced in favor of monometallism and gold, and several of 
them soon put their principles in practice. From 1871 Germany 
adopted the gold standard; in 1873 the United States sanctioned 
the same principle, and Denmark and Sweden followed in the same 
year. The demonetization resulting from the German reform threw 

a considerable mass of silver on the monetary market, estimated 

at about 1,500 million francs. The changes in the relations of 

Europe with India and the East also helped to put down the price 

of silver. Every year the exportation of silver to these countries 

diminished, the commercial balance of British India testifying to 
the fact. The coinage of silver in the East Indies, from 1851 to 

1866, absorbing all the contemporary production of this metal, 

diminished after 1870; the annual average of this coinage dropped 
from 78 million rupees to 12 and 17 millions. Finally, the produc- 
tion of the silver mines of the far West of America had greatly 
increased. New processes and more active exploitation brought the 

yield of these mines from 15 million dollars in 1867, up to 30 
millions in 1872, and to over 35 millions in 1873. 

The progressive substitution of silver for gold must be the inevit- 
able consequence, in the countries of the union, of the depreciation 
of silver. This substitution was operated at first naturally by the 
play of commercial transactions. The merchants of countries with 
the gold standard, when they were debtors of the union, hastened 
to pay in silver, whose value was really less than their debt, though 
legally equivalent; on the contrary, the commercial men of the 
union, when they made purchases abroad, had to pay in gold, and 
they could only impose silver money upon their creditors by losing 
the difference of exchange. The substitution was also furthered by 
speculation. Thus, private individuals and banks exported to Ger- 
many large quantities of gold 20-franc pieces, with which they 
bought silver and had it coined into 5-franc pieces, so that on Io 
millions of francs they obtained a gross profit of 500,000 francs and 
a net profit of 333,000 francs. 

The States of the union were thus inundated with silver, and 
their situation became all the more difficult, because some other 
countries, as Russia and Austria, though not adopting the gold 
standard, had ceased to use silver anc employed inconvertible paper 
money. Italy also had the forced currency, and her associates had 
to receive her money. Everything seemed combined to make the 
Latin Union a sort of silver island amid the civilized world. Threat- 
ened by the gravest dangers, the Latin Union hastened to decisive 
measures. The States composing it had already tried to moderate 
the influx of the white metal upon their territory. Belgium, by 
limiting or suspending its coinage of silver, France reducing its 
coinage to 150,000 francs a day and the Bank of France refusing 
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the 5-franc pieces of the other countries of the union, and Italy 
lowering the price it paid for silver. But uniform measures were 
absolutely necessary, and to secure them, Switzerland requested 
the French Government to call a conference. Delegates from each 
country soon met at Paris and concluded, January 31, 1874, an 
additional treaty. 

It was deemed necessary for the States of the union to meet 
periodically to consider any new measures required by the depre- 
ciation of silver, and another monetary conference was stipulated 
for the month of January, 1875. It was also agreed, that any request 
for admission to the convention should be subject to an explicit 
understanding on their part, and, finally, they limited to a certain 
amount the coinage of silver 5-franc pieces. Ought they to have 
stopped there? Belgium asked for the suspension of the coinage 
of silver for six months, and Switzerland wanted to give up all 
further coinage of 5-franc pieces, but these amendments were rejected, 
the French representatives opposing them as tending toward the 
single gold standard. 

The rules established by the convention of January 31, 1874, 
were sanctioned anew by the Latin alliance in its conferences of 
1875 and 1876, which took other forward steps in the monetary 
policy of the union. The States agreed to fix at one-half of the annual 
coinage the limit of the bonds which each country might emit on 
the eventual coinage of the following year, thus establishing a 
serious guaranty in case the continued depreciation of silver should 
make necessary a further reduction of coinage. A second innova- 
tion was, that the associated governments decided to inform one 
another of any facts coming to their notice with regard to the 
adulteration and counterfeiting of their gold and silver money, and 
to concert measures against such adulteration and counterfeiting. 
France initiated these measures and thought them sufficient to 
prevent the accumulation of the white metal, while Italy and 
Switzerland would have liked them more restrictive, the delegate 
from the latter country affirming that more radical reforms would 
perhaps soon be required. 

The situation was indeed very grave. The relative value of silver 
had never fallen so low; after having been 16.17 in 1874, and 16.58 
in 1875, it was 17.88 in 1876. Other countries, Norway and the 
Netherlands, had turned to the simple gold standard, and the 
monetary reform of the German Empire was in full course of 
execution. Finally the mines of the United States continued to 
throw an ever increasing mass of silver upon the market, esti- 
mated annually at over 35 million dollars. 

It was not long before the pessimistic previsions of the Swiss 
representative were realized. Though limited by ministerial decisions, 
silver accumulated more and more in the French mints, and in 
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1876 the mints of Paris and Bordeaux were closed to silver. Bel- 
gium resolved also to suspend the coinage of silver 5-franc pieces 
from the beginning of 1877. The policy of the Latin Union seemed 
thus about to enter into a new phase. The restrictive rules adopted 
by France and Belgium were soon sanctioned by convention. The 
monetary treaty of November 5, 1878, replacing the expired one of 
1865, declared the coinage of 5-franc pieces to be suspended pro- 
visionally, and that it might be resumed whenever there should be 
a unanimous agreement concerning it between all the contracting 
States. The system of the convention of 1865 was consequently 
reversed: formerly unanimity between the allied countries was neces- 
sary to suspend the coinage of silver; the convention of 1878, on 
the contrary, imposed unanimity to resume coinage. 

Could it have been otherwise? There had been no improvement 
in the market for metals. Although in 1877 the ratio between 
gold and silver had risen to 17.22, in the following year it fell again 
and dropped to 17.96. The United States, however, by the law of 
February 28, 1878, had renounced the single gold standard; but 
Greece established the forced currency, and Finland adopted gold 
as its only standard. The adoption of the double standard was not 
complete in the United States. The Secretary of the Treasury could 
only buy silver for a maximum value of 4 million dollars a month; 
the silver bullion in reserve was never to exceed 5 million dollars; 
and the coinage has not been over 2 million dollars a month. At 
the end of 1878, also, the silver reserve of the Bank of France 
amounted to 1,058.8 millions against 1,013.3 millions in gold. 

Although the suspension of coinage was the only innovation 
really made by the convention of 1878, other modifications were 


discussed, all tending to stop the flow of silver into the States of 


the union. The convention also influenced the internal legislation 


of the allied States, especially of France, which country was led to. 
examine into the important question of substituting direct adminis-. 
tration by the State in place of the contract system. Henceforth, 


by virtue of the law of July 31, 1879, the coinage of money in 
France will be done by administration. This decision constituted 
real progress, and established unity of legislation between France 
and most of the States of Europe. 

Has not the suspension of the coinage of silver in the associated 
countries aggravated the economic crisis which has so long troubled 
the monetary market? From 1878 the depreciation of the white 
metal went on, and the stock of silver of the union increased. 
While in 1879 the commercial ratio of the two metals was 18.40, 
it fell to 19.39 in 1885, and for a time since it has been as low 
as 22.45; while in 1878 the inventory of the French public offices 
gave a proportion of silver of 26% per cent., in 1885 it was 30% 
per cent. But it would be a grave error to conclude from these 
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facts that the measure adopted by the union in 1878 had made 
the situation worse. No doubt, from a general point of view, the 
limitation and suspension of coinage have contributed somewhat 
to the depreciation of silver, for the value of merchandise dimin- 
ishes the less it is in demand, but, from the point of view of the 
Latin Union, they have checked the monetary peril. Indeed, if 
these measures had not been taken, gold would soon have entirely 
disappeared from the countries of the union. Speculation would 
have been free to coin a considerable quantity of bullion in these 
States, and, profiting by the difference between the real and the 
nominal value of the white metal, it would have exchanged silver 
money for gold to be immediately exported. With the limitation 
of coinage such a danger is no longer to be feared; henceforth 
gold will only quit the territory of the union by the natural effect 
of international exchanges. The Latin Union has therefore really 
protected its interests, but, it must be said, its economic life has 
only been saved by compromising that of other States. In closing 
its doors to silver, it contributed to the depreciation of silver in 
all the markets of the world, but this was not exceeding its rights, 
since its imperious interest was to guard against the invasion of 
an already depreciated metal. It had to defend itself against coun- 
tries that had adopted the gold standard or a forced currency, and 
it was its duty to repel aggressions from abroad. 

The monetary crisis was consequently still open. An attempt was 
then made to solve it internationally, and for this purpose a con- 
ference met at Paris, in 1881, upon the initiative of France and the 
United States. Its object was to establish an international bimetallic 
union with resumption of the free coinage of silver. This assembly, 
which sought to correct the excess of silver by a still more consider- 
able excess of silver, or by “monetary homeopathy,” as was happily 
said, succeeded less even than its predecessors of 1867 and 1878, and it 
simply resulted in a proposition of adjournment. It influenced, how- 
ever, the future of the Latin Union. The monetary opinions of the 
associated States had in no conference appeared so divergent. While 
France and Italy defended the system of international bimetallism, 
Switzerland, Greece and Belgium opposed the free coinage of silver and 
plainly showed their preference for the gold standard. The Latin Union 
was thus openly divided, and it was to be feared that the bonds, 
which for almost twenty years had closely united the five allied 
States, would soon be relaxed. 

This, indeed, took place. The convention of November 6, 1885, 
replacing that of November 5, 1878, includes certain dispositions 
that sensibly weaken the stability of the union. The duration of 
the monetary pact was reduced from seven to five years. The 
possibility of a dissolution was considered, and care was taken to 
regulate the conditions of liquidation, each State having to redeem 
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all its silver 5-franc pieces held by the other States. Any State, 
excepting Greece and Switzerland, was authorized to resume the 
free coinage of silver on condition of exchanging or redeeming in 
gold and at sight, its silver 5-franc pieces circulating in the terri- 
tory of its associates. The exercise of this right does not require 
the unanimous agreement of the allied countries; the State wishing 
to declare itself for bimetallism has only to call a convention. 
The French Government pushed this proposition through, in order 
to reserve the possibility of forming the great bimetallic union it 
had advocated in 1881, should circumstances be favorable. 

Though the bonds uniting the Latin States had thus weakened, 
they had not disappeared. In 1885 as in 1878, the countries of the 
union were intent upon consolidating the metallic circulation in 
their respective territories. The stipulations of the treaty of No- 
vember 6th are connected with these two ideas: assuring in each of 
the associated countries the free circulation of the money of the 
union; diminishing in these countries the plethora of silver crowns. 

Several dispositions have in view the first of these ideas. The 
five Latin States have money of the same standard, weight, and 
measure. The contracting governments agree reciprocally to receive 
in their public offices the gold money and the silver 5-franc crowns, 
without limitation of quantity, and the fractional coins up to I00 
francs for each payment. The convention of 1865 was limited to 
this stipulation, which was insufficient. The effective circulation of 
the money of the union was not seriously guaranteed in France 
and Belgium, for the National banks and private individuals of these 
countries could still refuse the coins of the other countries, but 
the domestic legislation of Switzerland, Italy and Greece, gave legal 
currency to the coins of the Latin Union. The Bank of France 
and the National Bank of Belgium agreed in several years with 
their respective governments, to receive equally the moneys of the 
different States, but this engagement was to end, if the coinage of 
silver 5-franc pieces should be resumed, or if the other associated 
States should suppress the legal currency without substituting obli- 
gations analogous to those of the banks. Switzerland, Italy and 
Greece could at any time suppress the legal currency of foreign 
coins. The convention of November 6, 1885, improved the dispo- 
sitions relating to the metallic circulation. It decided that the 
National banks of France and Belgium should receive the moneys 
of the Latin Union on the same conditions as French and Belgian 
specie, and that in case of the suppression of the legal currency 
Switzerland, Greece and Italy should engage to have their banks 
of emission receive the moneys of the other States on the same 
footing as their own. Thus, as long as the convention lasts, the 
moneys of the Latin Union will be received by the public offices 
and the banks of emission of each State; private individuals alone 


—- 
ae 













































% ~ Raa ire — — 
at tL ee FEMS. So ae ; 


tie oe rene ee 
ets 2 bgt Seat 


aa oe 
i wi 


we 
ppt 


j PONG RE pT A 


HTS 


pew a2 a 











904 THE BANKER’S MAGAZINE. { June, 


will have the right to refuse them, and that only in France and 
Belgium; for, as we have seen, the legislation of the other coun- 
tries recognizes the legal currency of foreign coins. The conven- 
tion of 1885 has therefore, to a certain extent, increased the 
circulation of these moneys. 

With a view to facilitate the monetary circulation between the 
five countries, each of the contracting governments agrees to redeem 
from private individuals or the public offices of the other States, 
the small silver money it has issued and to exchange it for an 
equal value of current money in gold or silver coin, on condition 
that the amount offered for exchange shall not be less than 100 
francs. For the same purpose the convention of 1885 makes each 
of the contracting States agree to redeem from the public offices 
of the other States the silver 5-franc pieces, whose weight shall 
have been reduced by wear 1 per cent. below the legal weight, 
provided they have not been fraudulently altered. Private indi- 
viduals, holding worn money, are thus assured of suffering no loss, 
since they can always take these coins to the public offices. No 
provision was made for the redemption of gold coins of insufficient 
weight, for the intrinsic value of gold corresponding absolutely to 
its legal value, there will be no difficulty in keeping them in cir- 
culation. 

The convention of 1878 obliged the contracting governments to 
communicate annually to one another the amount of their issues 
of money, as well as measures and documents relating to the 
circulation, counterfeiting and debasement of their gold and silver 
coins. This provision had never been executed for want of a 
specially appointed authority, so the treaty of 1885 remedied this 
by making the French Government the central organ of the union. 

The situation demanded all the dispositions of the convention 
of 1885, that have in view the diminution of the plethora of silver 
money. The production of silver is increasing, and the public pre- 
dilection for gold is manifesting itself more and more. In Holland, 
the government has been authorized by the Chambers, to sell silver 
florins to the amount of 50 millions francs. While in Germany 
and the United States the silver money amounts to from 12 to 
30 francs per head of population, in the countries of the Latin 
alliance the silver 5-franc pieces in circulation are 85 francs per 
head for France, 70 francs for Belgium, 13 francs for Italy, 6 francs 
for Greece, and 3 francs for Switzerland. The measures, designed 
to relieve the monetary market of these States, must therefore make 
a larger outlet for the silver crowns in circulation, and prevent 
also the appearance of new 5-franc pieces. The first of these 
results was aimed at by provisionally suspending the coinage of 
5-franc pieces in gold, the second by proclaiming the coinage of 
silver 5-franc pieces suspended in principle. To reduce their silver 
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circulation and free it from all foreign elements, the contracting 
powers have also subordinated to their unanimous approval the 
right of accession to the convention, and they have, moreover, 
engaged to refuse legal currency or admission to public offices and 
banks of issue of the silver 5-franc pieces of the States not belong- 
ing to the union. 

Such are the rules at present governing the Latin Union. By 
this convention of November 6, 1885, have the five States drawn 
from the idea of uwzzon all its possible consequences? The Austro- 
German monetary treaty of January 24, 1857, and the laws of 1873 
and 1875, uniting Sweden, Norway and Denmark, may, on this sub- 


ject, furnish useful elements of comparison. 
O. A. BIERSTADT. 





9 


MERCANTILE CLEARING HOUSES. 


A clearing house is an institution of bookkeeping. It is designed 
for saving time and labor where a number of persons or firms are 
associated together as an organization and trading or doing business 
among themselves, and each acting independently for his own interest 
and gain. At the clearing house the various transactions are adjusted 
through a method of accounts so that the differences only of the 
transactions are passed from one to the other. 

If two merchants who have dealings together meet at the close of 
the day or month or at any other time and so adjust their dealings 
that the one who, upon the several dealings, is most indebted to the 
other pays only the difference, instead of each paying the other the 
full amount of his several debts, the settlement is a “clearing.” By 
this clearing one payment answers the purpose of two. Now, if a 
dozen merchants had been dealing among themselves for a month 
and each of the twelve had made sales to each of the other eleven, 
and the twelve came together at the same time and made a settle- 
ment, so that only those who had bought more than they had sold 
would pass the difference to those who had sold more than they 
had bought, the clearing would reduce the number of payments from 
twenty-four to twelve, or perhaps one, as the case might be. Then if 
these twelve merchants, instead of coming together, had passed into 
a bank where each of the twelve kept his account, tickets showing 
what his transactions had been, the bank could make the adjustment 
by charging and crediting the accounts which had been affected by the 
several transactions, and thus save the time and labor of the twelve 
merchants and avoid the necessity of their meeting at a given time. 
In this case a merchant whose sales to one equaled his purchases 
from another would not have his account at the bank interfered 
with. If his sales were less than his purchases the difference only 
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‘ 
would be charged against his account. The bank in this case would 
serve as a “clearing house.” 

There are, we may say, as now in vogue, two kinds of clearing 
houses, viz., financial and mercantile, or clearing houses for bankers 
and clearing houses for merchants and brokers, who trade among 
themselves under the rules and regulations of some commercial asso- 
ciation. It is with the latter class that we are to treat in these 
pages. 

It is apparent that in the case of clearings for the accommodation 
of bankers it is only necessary to determine how much wet cash on 
a general settlement of all the banks in the association is to be paid 
to and by each of the several banks. But in the case of clearings 
for merchants and brokers there is still something else to be con- 
sidered. Suppose the merchants had been buying and selling grain, 
and instead of delivering the commodity dealt in at the time of each 
sale and purchase, it was left until the clearing took place to deter- 
mine not only how much difference in cash was to pass from one to 
the other, but also how much grain was to be delivered. If Brown, 
who had bought ten thousand bushels, had sold eight thousand, he 
would be entitled to receive but two thousand bushels. The trans- 
actions may as well be in stocks or securities of any kind as in 
wheat and the same principle will apply. Assuming that the persons 
thus dealing together are brokers and the sales and purchases are 
in stocks of railroads and other corporations, then the purposes of 
a clearing of the accounts would be: 

First—To ascertain from reports furnished by dealers, the net dif- 
ference in shares due from each to the other on all the transactions. 

Second—To determine the amount of cash which shall pass from 
each to all the others on the balancing of the several accounts. 

The operation by which these facts are ascertained is termed the 
“adjustment.” 

Third—Receiving from each the shares or stocks he has sold of a 
certain kind more than he has purchased, and delivering these to 
such as have purchased of such stocks more than they have sold; 
and, 

Fourth—Receiving the cash from those whose aggregate purchases 
have exceeded their aggregate sales and paying the cash to those 
whose aggregate sales have exceeded their aggregate purchases. 

This operation is termed the “settlement.” It is customary in this 
country, in the financial and mercantile exchanges, for this clearing 
or general settlement to take place every day. Where the business 
of the exchange is of sufficient volume to warrant the introduction 
of a clearing system, it is natural that it should demand a daily 
clearing. Placed upon paper it seems a very simple operation. But 
there are circumstances which make the work far more complicated 
than it at first sight appears. These circumstances are summed up 
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by an authority on this subject as follows:* “The work must be 
done during banking hours. More: it must be done in half that 
time. The stock clearing house differs in that respect from every 
other business. The banks themselves, the brokers and all others if 
overcrowded with business, can work their clerks all night if neces- 
sary; but not so the clearing house. It must settle up everything 
before the banks close, in order that the dealers can meet their obli- 
gations there; and before it is able to settle must reach an exact 
adjustment of all the claims and allowances, which means that it 
must prove the correctness not only of its own work, but of that of 
each and every dealer. Bankers and brokers can begin their work 
at nine o'clock if necessary, but the clearing cannot begin before 
twelve o’clock, because time must be given the members to make 
up their reports and provide their shares for delivery. This reduces 
the time for clearing the business which several hundred dealers have 
transacted during five hours to two hours and a half.” 

It will be seen that the machinery and manipulation required in 
performing a task of the kind described ought to be as nearly per- 
fect as possible. In every instance where a clearing house has been 
organized in connection with financial and commercial exchanges 
the adoption of a method for performing the work has met with 
serious consideration, grave discussion and occasionally strenuous con- 
tention among the members in criticising one and approving another 
of the methods in vogue. The first time, the plan of clearing was 
attempted by the members of the New York Stock Exchange, it 
was abandoned after two days’ trial. The exchange as an organiza- 
tion took no part in the enterprise, but it was put forward by about 
two hundred members. Two years and a half later the subject was 
revived. A stock company was formed and it was agreed to adopt 
the method which had been tried before, and to pay the inventor 
for his copyright fifty thousand dollars. But the project did not 
meet with the success its promoters had anticipated and was left 
without support. 

Illustrative of the importance of the clearing institution to exchanges, 
we refer to a most valuable and interesting report made by a com- 
mittee of an important association after it had been through a care- 
ful and exhaustive consideration of the subject.t 

“As a great deal of discussion has lately sprung up in regard to the 
stock clearances, and as certain results are ascribed to the system of 
clearances which are merely the result of the system of trading, or 
of extraneous circumstances, it is well to bring before the Board of 
Directors as well as before all. the members of the Exchange the 
result of the labors of your committee, which may be of value to 
future committees that may be ordered to go over the same ground, 

* Uhler on Stock Clearing. 


+ Clearing Committee Consolidated Stock and Petroleum Exchange of New York, May 30, 
1885. 
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“Your committee have had Mr. Osterberg and Mr. H. E. Hosford 
before them and investigated their systems; they have also examined 
the systems of clearing or ‘ringing out’ of cotton and grain and the 
system lately adopted for simplification of deliveries by a number of 
stock houses. Finally your committee, before adopting the old gold 
clearing system, had a number of tests made as to the actual working 
of it.” 

THE GOLD CLEARING SYSTEM. 


Before giving a description of this system, which is now being 
used to some extent by several exchanges, and notably by the Con- 
solidated Stock and Petroleum of New York, we will give a brief 
history of its origin.* 

When upon the breaking out of the civil war in 1861 the issue of 
National bank notes and Government paper became the currency of 
the country, gold at once reached a premium, and thereafter became 
a commodity which was bought and sold for the money of the time 
called curréncy, as shares of stock, and pipe line certificates are at 
the present time. To facilitate transactions of this kind the New 
York Gold Exchange was organized. In the course of a few years 
the transaction in this board reached such a volume that further 
means were required to facilitate the settlement of its transactions. 
A method similar to that employed by the associated banks was 
looked to for that purpose, namely, a method of clearing. 

A bank was created and called the New York Gold Exchange 
Bank with this as its principal object. It had a capital of $500,000 
fully paid up, and opened for business at No. 58 Broadway on toth 
December, 1866. The first clearing was made on the following day 
(11th) of the business of the preceding day. The total clearings 
were $51,000,000; the next day, the 12th, they were $60,000,000; 13th, 
$48,000,000; 15th, $49,000,000, The daily average amount of gold 
required to settle this business was $1,500,000. During the year the 
average clearings were $64,000,000, Under the increased facilities 
afforded by the new system, the business continued to grow until 
it reached such dimensions that on the 3d and 4th September, 1869, 
the total clearings of the two days were over $400,000,000. On 
the 6th they were $199,229,000. Gold balance, $2,842,000; currency 
balance, $4,236,000. From the 6th to the 23d, the daily clearings 
averaged $106,653,000. On the latter date the clearings were so large 
that they had not been made up when the board adjourned. When 
ascertained they showed $324,524,000 cleared that day; gold balance, 
$5,957,000; currency balance, $9,055,000. At this time the total amount 
of gold in all the banks and business houses in the city of New 
York was not over $20,000,000,” 

People familiar with the financial history of the country need not 
be told of what happened immediately after the time alluded to 


* Banker's Magazine, January, 1885. 
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above. “Black Friday” was the 24th September, and was also the 
end of the Gold Exchange Bank. It is said that the clearings for 
that memorable day aggregated over half a billion dollars, but we 
are not told how many days after the suspension before the result 
of the business was announced. It was no fault of the method of 
the clearing that caused the suspension, but the bank had been 
drawn into the field of chance. It had previously adopted a prac- 
tice of making advances to its customers upon their credit balances, 
and in this way had gradually taken chances in the flood with 
bankers and merchants, and thus went down with the many others 
amid the roar in the great financial crisis. 

The system for clearings which was in vogue with the Gold 
Exchange Bank and which is now in use, as before stated, is based 
upon vouchers, or as they are called, buyer’s and seller’s advices, which 
pass between the parties at the time the transaction takes place. 
These tickets state the nature of the transaction and are handed in 
at the clearing house by the dealers, and with them a statement 
showing the entire transactions of the day. In the clearing house 
these vouchers are called comparison tickets, and are about the size 
and shape of an ordinary bank check and of the following form: 


No PRG ERE em eT 188 


a Mdsns een 
- CONSOLIDATED CLEARING HOUSE OF N. Y., LIMITED. 
") You are advised that............ will deliver through the Clearing Depart- | 
7 SD COE BR co ccc senscnccsessccevcnnens eee e ee eeeeeeeceees cece cccccee | 
titeeePhereeenadadenes teen REET OT a ST TTS, 
Q Dt Ticceunenaunasdesedseeese sod Current Funds. 
100 


Fic. 1.—Dealer’s advice for Delivery of Stocks. 
This is the seller's ticket and is printed in black ink. The one 


given by the purchaser to correspond with the above is printed in 
red ink and of the following form: 


a Pitiigeade Ks cgucadcidndmaibiendn 188 
" CONSOLIDATED CLEARING HOUSE OF N. Y., LIMITED. 
| 9 You are advised that............ will receive through the Clearing Depart- | 
| 6) CE CR Biv.no 0'c'0 0 00 198s6eekesnwsnedndnsenctsieeesscadtuiexatiecese | 
FER ee ee are enIeee I oii iemibnuumilibal 
100 


Current Funds. 


Fic. 2.—Dealers advice of Receipt of Stocks. 


The rules of the clearing house require that the dealer's advice 
tickets shall be handed in before six o'clock upon the day of the 
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transactions. In the clearing house is a large case of pigeon holes, 
arranged much after the manner of the delivery department of a 
post office. Each member of the exchange is given his separate box 
or pigeon hole in the case, and as the advice tickets come in they 
are assorted by the clerks and placed in the box of the dealer for 
whom they are intended, ready for delivery on the following morn- 
ing. From these tickets the dealer makes up his statement (see Fig. 
3), and that at half past eleven is handed in for comparisons to be 
made. 

An examination of the statement shows that it is made up 
on the principle of an ordinary ledger account. The dealer debits 
himself with stocks to receive and credits himself with stocks 
to deliver. The difference between the two sides is what is owing 
to or by the clearing house. If the amount to be paid exceeds 
the amount to be received the dealer is indebted and hands in 
his draft for the amount. But on the other hand, if the amount 
to be received is the greatest the amount is placed to credit of 
the dealer. All transfers of money are at present made through 
the Fourth National Bank, and upon drafts made especially for the 
purpose. (See Fig. 4). By reference to the statement it will also be 
observed that the account is not only one of money, but also of 


eee Be Gin cedennwas ae 188 


THE FOURTH NATIONAL BANK 
of the City of New York. 


..Cashter 


Pay to the order of the undersigned, 


Dollars, 


oeeeeoeveeeeveeeeeve eevee eveeee eevee eevee eeeeeseaeeeeveeeeeeeveeeeeenee ee 


as per advice of the Consolidated Clearing House of New York, , 


| Limited, of this date. 


St: 8 ‘rina ell aac | 


APPROVED 
Consolidated Clearing House | 
of New York, Limited. 


Fic. 4.—Draft for Clearing through Fourth National Bank. 

stocks. In this manner it becomes a compound double-entry 
account. The money values must not only be made to balance, 
but the shares of stock must be made equivalent. If a dealer has 
sold more shares of one kind of stock than he has bought of the 
same kind he must accompany his statement with the shares required 
to make his account of that particular stock balance. It is under- 
stood that at the time the transactions are made on the floor of the 
exchange there are no transfers between dealers. There contracts 
only are considered. The actual receipt and delivery of the com- 
modity are matters left for the time of settlement. This introduces 
a new feature in the work of clearing. If a dealer has sold “ short,” 
that is has sold more shares of any particular stock than he has 
bought, he need not necessarily accompany the statement with the 
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actual shares, but may authorize the clearing house to dorrow the 
required number of shares with which to make his account good. 
On the other hand, if he has bought more shares of any particular 
stock than he has sold, it is said to be “long” and he authorizes 


SHORT. 
CONSOLIDATED CLEARING HOUSE OF NEW YORK, LIMITED. 


New York, 
Please BORROW for my account and risk. 








No. Shares. | ; Receive from 


Fic. 5.—‘‘ Short” Order. 


the clearing house to /oam the stock thus remaining to his credit. 
By this process it will now be seen that what is short with one 
dealer is “long” with another or a number of others, and therefore, 
if there are no actual transfers except through the clearing house 
the entire transactions of the day will exactly balance themselves. 
For the purpose of authorizing the borrowing and loaning of stocks 
there is used what are termed “long” and “short” orders (see 
Figs. 5 and 6), and for the purpose of the more readily dis- 
tinguishing these one from the other one is printed upon colored 
and the other upon white paper. In the process of adjusting the 
stock accounts or the “short” and “long” orders a fixed price for 
the day must be taken by the clearing house. This price is that 
given as the closing price of stocks reported from the floor of the 
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exchange, and it governs all borrowing and loaning of stocks by tha 
clearing house. Upon that basis the accounts between members of 
the exchange in their dealings on the floor are adjusted in the 
clearing department. 











a LONG. | 
CONSOLIDATED CLEARING HOUSE OF NEW YORK, LIMITED. 
i iia iin atnietinininia anameies 188 
Please LOAN for my account and risk. 











No. Shares. | Stock. Deliver to | Price. 


s ~ — en 
































Signed, 





Fic. 6.—“Long”’ Order. 

As indicated by the title of the exchange, stocks form but one 
feature of the dealings of this board. The purchase and sale of 
oil is an important element in the transactions of its members, and 
the explanations that have been made concerning the operations in 
stocks will apply equally as well to the operations in oil. The 
forms and settlements of the two commodities are made and kept 
entirely separate from each other. The printed blanks used for the 
two lines of operations are made clearly distinguishable not only by 
the wording but by the use of either different colored ink or differ- 
ent paper. The statement blanks for stocks are printed in blue ink, 
while those for oil are in black. In the oil statement the heading 
of the columns corresponding with “ No. of Shares” as shown in the 
illustration (Fig. 3) are the words “ Number of 1000 Bbl. Certificates.” 
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The clearance charges are per 1000 barrels and the rate % of a 
cent. 

That the principles upon which the working of this clearing estab- 
Sishment are based are simple must be inferred from the descrip- 
tion given, and these have been briefly summed up in the following 
five clauses. 

‘irst—That all transactions are on one sheet, and eventually 
result in a money balance either on the credit or debit side, unless 
the selling prices are equal to the buying prices. 

Second—That if there is no oil or stock balance on the sheet, that 
is, if the party has evened up, the money balance is simply his 
profit or loss. 

Third—That if there is an oil or stock balance, the oil or stock 
has to be delivered with the sheet in the clearing house, and the 
money balance is the price to be paid or to be received for the oil 
or stock. 

Fourth—That it does not matter what the goods are that are put 
on the sheet, providing the other party to the transaction has a 
corresponding entry on his sheet. 

Fifth—That the money as well as oil or stock balance on all the 
sheets must balance if entered on one common balance sheet for 
each. 

The clearing committee of the Consolidated Stock and Petroleum 
Exchange of New York, to which reference has been made, after 
thoroughly investigating the several systems in vogue and deciding 
upon the adoption of the Gold Clearing System, have united upon 
the following comparisons: 

“ First—That the ring system as practiced in the cotton and grain 
trade is the cheapest, as it requires no clearing house, but on the 
other hand it is primitive and incomplete, and does not lead to a 
real clearing of sales. 

“ Second—That the ‘Hosford’ and ‘Osterberg’ and other kindred 
systems are complicated on account of the two sheets, and what is 
more, work an injustice in the way of actual delivery in so far as a 
person may be obliged to deliver to another party than the one he 
sold to, and to a party he would not have sold to of his own choice, 
This part of their systems may also lead to complications and in- 
justice, should the party who in the last instance has to take oil or 
stocks fail after notice to receive has been given. There is another 
grave objection in the mind of your committee to these. systems, 
and that is that the first sheet which clears out all closed up 
contracts is not a delivery, but merely a difference sheet, and that 
therefore all those transactions may eventually come under the head 
of gambling transactions, no actual delivery taking place. 

‘« Third—That all the objections attaching to any of the previous 
systems are avoided in what is known as the gold clearing system. 
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If any party fails, only those who made actual transactions with 
the party are affected. Actual delivery of all goods takes place, 
through the clearing house, and the exchange of advice orders 
is explicit on that point, and no case of gambling can be made out 
of that system. All transactions are actually cleared, and the 
delivery of the actual oil or stock takes place through the clearing 
house, which, if the clearing house is connected with a bank, gives 
great facility to members with moderate capital. 

“ Fourth—All the systems enumerated above can be used for 
daily, weekly or monthly clearings; that is, the clearing system has 
nothing to do with the style of trading. Much has lately been said 
by members engaged in the stock business against the gold clearing 
system. It is not with the clearances that the difficulty lies, but the 
fact that the members are dealing in an article which, asa rule, does 
not exist, and that is, ten share lots of stock. Most of the stock 
certificates are in one hundred share lots. A’ party selling a ten share 
lot ‘short’ sells not only what he has not got, but that which does 
not exist. If the party buying wishes to take them up this ten 
share lost has first to be created by division of a hundred share lot. 
This requires from one to three, and in some cases, even more days; 
hence the dfficulty of delivery. In ccurse of time when the mem- 
bers of this exchange and their customers carry more stock in ten 
share lots very little difficulty will be experienced in borrowing or 
loaning.” SELDEN R. HOPKINS. 
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BANK AUDIT—CAUSES OF ITS INEFFICIENCY, AND 
SUGGESTIONS FOR ITS IMPROVEMENT. 


The following paper was read before the Bankers’ Institute of Australia 
by Mr H. D’E. Taylor, and was first published in the Australasian 
Insurance and Banking Record: 


In order to give as much interest as possible to my subject, and to 
stimulate dicussion, I have decided to localize the scope of this paper, 
and to confine it to a consideration of the system we are familiar with, 
and of which we all have some practical knowledge and experience. As 
a justification for this course I may urge that if the principles to be set 
forth can be upheld for this limited range, they will be equally applicable 
to a larger one, and will be capable of extension from the city to the 
colony ; from the colony to regions whose bounds are only limited by the 
banking organizations on which they depend. 

At this early stage it may be as well to secure a clear understanding 
as to what an audit really is, to remove some misapprehension as to its 
scope, and as to the powers possessed by an auditor, which, it has been 
made apparent, exist in many directions. 

After satisfying himself that the bank has kept within its powers, the 
duties of an auditor require him to conduct an examination of the books, 
to see that every entry necessitated by the transactions of the bank is 
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made in them, that these entries are correctly carried through the bank’s 

books, and that the results which they express are correctly set forth in 
the balance-sheets presented to the shareholders. If he can do this, if 
he can certify that the bookkeeping is absolutely correct, and that he has 
had cash, securities, and documents produced to him representing the 
value of the bank’s assets according to its books, his work is done. In 
Mr. Biggs’ paper on“ Audit” you will find Sir Stafford Northcote’s 
definition of an auditor’s responsibilities. He has “to certify whether 
the accounts give correctly and disclose truly the state of the company 
as shown by its books.”” Now everything depends on this definition, “as 
shown by its books.” To forget it is to have a false idea of an audit. 
To expect an auditor to certify beyond it is to expect an impossibility. 
Indeed, I venture to say that no auditor should sign a balance-sheet 
without this proviso appearing over Lis signature. 

It is no part’of his duty to certify that the documents produced to 
him are of the full value they represent. He has nothing to do with the 
policy of the management, or the economy which is exercised in carrying 
it out. He is expressly debarred from inquiring into these points. 
Indeed, in nearly all cases a thoroughly competent auditor, from the 
nature of his training, his profession and his experience, would be any- 
thing but a reliable authority on such subjects. : 

This definition makes the examination by audit much more superficial, 
much less important than it is sometimes supposed to be. But it would 
be a great gain if a clear public understanding could be made to exist on 
this point. Much harm—very much harm—is done amongst investors 
who entertain exaggerated notions of an auditor’s financial ubiquity ; as, 
for instance, amongst those who imagine that the auditor’s signature to 
a balance-sheet is a guaranty that all items set down as assets really 
possess the value set against them, whereas they only certify that these 
values appear against them in books, and may be—in some semi-insolvent 
companies they are—gross over-valuations. Much harm is also done in 
a minor degree to auditors themselves, who on occasion are severely and 
ignorantly blamed for not doing something which they were never 
intended to do, and were quite unable even to attempt. 

The history of Mr. Benjamin Boyd, which was recently before us, is a 
good illustration to bring into sharp contrast the actual duties and 
investigation to which auditors are limited, and the imaginary powers 
with which some people wish to invest them. Inthe discussion some 
severe reflections were passed upon the London auditors for not having 
“ done their duty,” and closed that gentleman’s career in a remarkably 
short space of time. It was simply impossible for them to have done so. 
The utmost they could have done was to call the attention of the share- 
holders to the fact that certain necessary returns were not forthcoming. 
When Mr. Boyd forwarded these, the London auditors would simply 
have had to accept them as correct, even if every entry in them was a 
false one. They had no means of checking them, beyond the actual 
addition of the figures before them, no power to control any of his 
speculations, no possibility even of knowing that his returns were not 
cooked from top to bottom. That rested with his local auditors, 
supposing that there were any. 

n common fairness to those who act as auditors, it should be realized 
that there are many kinds of defalcation which it is impossible for them 
to detect. Victorian banks have not yet adopted checks similar to those 
of some home banks to prevent tellers substituting or destroying credit 
slips. Auditors cannot detect frauds committed by these means. 
Where the fraud is committed before any entry is made in the books, 
and the first entry is made to conceal it, the auditor is powerless, but 


















1887. ] BANK AUDIT. 917 


where the initial entry expresses the genuine transaction and subsequent 
entries are falsified to cover the delinquency, then the auditor should 
discover the discrepancy and detect the fraud. In many of the simpler 
frauds, and especially in those of a personal nature, the best auditor is 
the customer himself, and he does not seem to be made as much use of 
as he might be. A rigid insistance in banks of a rule that pass-books 
should be made up at frequent intervals, decng procured when necessary, 
would have a deterrent effect on frauds of this description and a similar 
reason could be deduced for compelling the customer’s assistance by 
returning his checks to him at short intervals. 

Frauds, therefore, may be divided into two sorts, those which have 
been so effected that an audit will not discover them, and for which 
auditors cannot be held responsible ; and those which can be prevented 
by a complete system of bookkeeping and of check. Here I feel I 
must take exception to the dictum laid down at one of our meetings, that 
the great object of an audit is the discovery of fraud. The first object 
of an audit seems to me to be not so much the discovery of defalcation 
and error as the prevention of such misfortunes. Why, sir! the object 
of detecting fraud with certainty and with speed isto prevent its being 
attempted at all. Detection is more the conseguence than the odject of 
audit ; its effect more than its cause; and “Prevention” not “Punishment” 
should be the aim and motto of any association of auditors. The value 
of any system should be gauged, in the first instance, by the probabilities 
which it contains, and afterwards by the successes which it achieves in 
this latter direction. I take it that prevention should be the great 
object to secure, whether in the interest of the shareholders, who bear 
the loss ; the management, which suffers in reputation ; the profession, 
whose corporate honor is held up to ridicule and reproach; the officers, 
on whom fall the penalties of guilt, carelessness, or inefficiency ; and the 
innocent involved in the ruin which attends such lapses, and whose 
sufferings and degradation are the keenest of all. 

Having endeavored to efiect a clear understanding as to the aims and 
extent of an audit, my subject naturally divides itself at this stage into 
two parts—first, to show the inefficiency of the system existing at present, 
and the causes which are responsible for it; secondly, to offer for your 
consideration such suggestions as would appear to me to render it more 
complete and satisfactory. And here I wish to make this distinct pro- 
viso, that they are not expected or intended to secure efficiency beyond 
the lines already laid down, or to prevent any of those impossibilities 
which an audit is so often expected to perform. 

The debate at the December meeting of this Institute has relieved me 
of a large portion of my responsibility in connection with the first part. 
A consensus of opinion on the part of leading and responsible authorities 
then present showed that, amongst them at any rate, bank audit as at 
present conducted is looked upon very much asa farce. If bank auditors 
could retort, when charged that they had failed to make any useful dis- 
coveries, that they had prevented there being anything to discover, the 
answer would be complete, and this paper would be unnecessary. But 
the experience of most of us, even that most recent, is that the bill isa 
true one, and that even the limited duties set forth in this paper they 
seem unable to fulfill. Amongst local banks the Oriental, the Provin- 
cial and Suburban, and the Commercial Bank of South Australia have 
been frequently instanced by competent authorities as examples of 
“ neglect ” or “ flagrant incompetency ” on the part of auditors. “ It 
seems to us” writes the /usurance Review, “ that in many instances 
‘where companies have at length failed, and the shareholders have had 
o pay their money, it is in nine cases out of ten the result of an ineffi- 


eee es 


ee ene 























































=o 
tte 


= Se Ales 
>A 


2 De Ete pes 


SSE SITE ORES TP re £ 


as 


aoe ant: 
~ he —_ 


espe S- a 
oe 


<— 


LS 


wt. 
eatin 2 ian 


ete 


aes 


ah wg bck a sot Sa 


a 
Cie 


aie tee 


seh PEPE E EPC R FI LE 
- d Sot eee 
eS ne a ack ah eR SE 





2 te SPR Sms To eee eee 
me dior OS Bein Racal «attests Ae es ok 








918 THE BANKER’S MAGAZINE. [June, 


cient audit, and by ¢he taking for granted the statements which are made 
by offictals.’’ Accepting explanations is the great rock on which auditors 
split over and over again. The latest number we have of the Banker's 
Magazine declares audit to be a fallacy, and auditors to be a nuisance ; 
while another publication has expressed the opinion that “ auditing as a 
safeguard against defalcation seems to be a lost art, and exists only as a 
means of extracting guineas from shareholders. ”’ 

The causes which combine to produce this state of inefficiency are 
known to all of you in a general way, but I shall make no apology for 
briefly directing your attention to the principal ones, because this course 
is really a statement of the errors which any efficient system should 
avoid. A consideration of them is therefore one of the main foundations 
upon which the closing part of my paper will be based. 

First, there is the perfunctory character of an audit, which proposes 
to check the work of several months in a few hours. In such cases, 
totals and other accredited results have to be taken very much for 
granted. We all know, for they have been sworn to, some of the devices 
“auditors” have invented to get through their work in an expeditious 
manner. For instance, where many castings are involved, a kind of 
lottery is often instituted, one being checked here and there, on the 
chance that it may contain an error. If the few tried are correct, the 
rest are taken for granted. I have seen this done, and confess to a strong 
desire to suggest that the “ auditor” should test the work by the arbi- 
trament of a coin—should toss up. It is always urged as an answer to 
this allegation that the fees paid would not compensate the auditor for a 
longer examination. This is very true, but though unanswerable as an 
argument for not undertaking the duties, it is no excuse for half perform- 
ingthem. It involves this additional disadvantage--that the more efficient 
an auditor is, the more varied and complete his experience, the higher 
his business capacity and reputation, the less time he will have to devote 
to this work and the less likely he is to undertake it. And here is another 
cause of inefficiency. There is a danger—is it not more than a danger? 
—of this all-important work falling into the hands of some who have 
not had the preparation and the experience, or who do not possess the 
Capacity which are necessary to qualify them to undertake it success- 
fully. Unfortunately, auditing has never been raised to the dignity of a 
learned profession. Its professors need pass no examination, are under 
no compulsion, legislative or otherwise, to prove their fitness for their 
work before being allowed to enter on it. The doors are thrown wide 
open for anyone possessed ofa self-confidence which may be either sub- 
lime or appalling, according to the temperament of the observer, to enter 
into the duties of a profession requiring, as much as any other, the pos- 
session of special faculties and their highest training—a training which 
at present, in many cases, if given at all, must be given at the expense 
and the risk of some monetary institution charged with the interests of 
hundreds of depositors and shareholders, 

Such institutions seem to me to require the highest talent to certify to 
the correctness of their accounts, just as much as they require it to 
conduct their operations. It is like urging a truism to say that those 
who check should be equal in special knowledge to those who are 
checked and to those who prepare. There is an art—a little known art 
—in preparing a balance-sheet, which it requires an artist to understand. 
It would seem almost as wise to entrust this work to a junior clerk in 
such an institution as to place it in the hands of an “ auditor ” lacking 
the special training and experience necessary to fit him for the work. 

Seeing the vast interests at stake, the number of persons whose 
welfare is involved, the misery and ruin to individuals, the blow toa 
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country’s prosperity, and the shock to commercial credit which a serious 
bank failure involves, of all institutions in which an audit is necessary, 
that of a bank should be the most searching, the most efficient, and the 
most unquestionable. 

The last causation of failure to which I shall refer lies in the method 
by which auditors are appointed—by election by shareholders. Without 
discussing the arguments in favor of this system, it is a matter of experi- 
ence that it is not favorable to securing the most efficient men in the 
positions. Rather, and in this it does not differ from nearly all elections, 
it decides too often in favor of the one who may have the most influence 
of a special character, the greatest number of active friends, who may be 
the most energetic, or who may advertise himself the most in ways which 
are known. Such methods of demonstrating that one’s qualifications 
are higher than those of any other candidate enable men to be success- 
ful in many cases, because shareholders have to a very large extent to 
take a man at his own or his friends’ estimate of his capability. They 
too often vote for someone whom they have never seen, perhaps of 
whose business capacity they are so ignorant as not even to have 
heard, except from a circular or a canvasser, which, of course, are the 
most reliable authorities known to business men. Again, they are com- 
pelled in many cases to choose between giving their votes to someone 
else to use for zs friend, or to abstain from the poll altogether. Such 
considerations as these are sufficient to cause first-class men—men whose 
time is too valuable to be spent in canvassing for what, to them, are 
mere catchpenny positions ; men whose professional standing and per- 
sonal honor is too high to allow them to descend to touters’ tactics, men 
whose business reputations might suffer from defeat, or who are unwilling 
to incur the annoyance which it causes—to abstain from the contests 
altogether. 

The special reforms around which my suggestions will center will 
therefore aim at securing the highest professional skill to conduct bank 
audit, and to insure this will endeavor to provide :—Firstly, security of 
tenure; secondly, adequate remuneration ; thirdly, exhaustive and con- 
tinuous check; resulting, in the fourth place, in the prevention of certain 
classes of fraud from the difficulty of concealing them; and fifthly, in the 
immediate and unerring detection of all others which an audit can find 
out. Further, I hope to show that, put in operation, they would prove 
highly beneficial to the banks themselves, to the auditors who would be 
appointed under them, and to bank officers as a whole; in short, that 
the only interests which would not be advanced are those of the gentle- 
men acting as auditors at present. 

In order to give security of tenure it will be necessary to do away 
entirely with the present method of election, and place it in the hands of 
some permanent and controlling body. Such a body exists in the 
Council, consisting of the representatives of the associated banks—the 
banking parliament, so to speak. The first suggestion I have to make, 
the basis on which all the others will be built up, is that the appointment 
and removal of bank auditors should be placed in the hands of this body. 

The primary difficulty in the way of adopting this suggestion lies in 
securing the consent of the shareholders in the various institutions. 
Here we have to meet the struggles which will be made by the representa- 
tives of vested interests, actual and prospective, to prevent such a reform. 
But I am sanguine enough to believe that if the directors of the various 
banks were to recommend its adoption as a means of securing a reliable 
audit, that a sufficient number would adopt their views, and that the re- 
mainder would shortly, from a consideration of their own interests and 
the pressure of public opinion, follow. The first exposure under what 
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would be the old system would drive those who still retained it into the 
newer one. This difficulty (and all new propositions have to overcome 
initial difficulties) is by no means an insuperable one. The power of 
removing auditors should also be entirely in the hands of the same body, 
I consider this proviso most important, zwzdeed, essential, to secure 
thorough independence for their action and report. 

They would know that if they found it necessary to present reports on 
any institution, which even the shareholders, to say nothing of the 
management, might resent, their positions would not be shaken thereby. 
Any challenge or charge against their capability, probity, or strictures 
would come before a board composed of experts, interested above all 
things in securing a sound financial position in every member of their 
body, and in maintaining the severest checks to secure it. 

The positions of Inspector of the Clearing House and of the Secretary 
to the Associated Banks form precedents for placing such appointments 
in the hands of this body, and you all know the value placed on pre- 
cedents by deliberative assemblies. 

The next suggestion, in order to provide adequate remuneration, is 
that the official bank auditors shall be limited to a small number—for 
the purposes of discussion say one, two, or three—to be paid from a fund 
contributed to by the associated and such other banks as desire to secure 
their services. Such an auditing board charged with the responsibility 
of certifying to the correctness of the accounts of all the subscribing 
banks would require to be composed of men equal in ability to the man- 
agers and accountants they had to check. They should therefore be 
placed not only on an independent footing, but also on an equal one, 
The amount which they should receive will depend on the number of 
banks willing to combine in supporting such a scheme, and the amount 
each is prepared to contribute. [look upon £1000 a-year for each auditor 
as the least which should be proposed even at first, and that, as other 
institutions fell into the co-operation, this amount should increase to an 
extent only limited by the number and amount of the contributions. 
Salaries like these would secure efficient men, who would devote the 
whole of their time to their work. In such a provision lies one of the 
great guaranties for success in making an audit as perfect and efficient as 
possible. Auditors holding office under these conditions would become 
something more than auditors as we know them. They would become 
bank officials appointed by bank authorities, iooking to banks for their 
remuneration, interested in banking successes, pledged to maintain bank 
secrets, placed in independent positions to secure financial soundness 
for banks, responsible to ‘wo public bodies, bank shareholders and a bank- 
ing council—one a protection against harsh treatment by the other, the 
latter a security against unfairness or indiscretion in their reports. 
Under these circumstances their investigations might, by agreement, be 
extended deeper than the law actually allows at present, and an addi- 
tional security for shareholders be obtained, which it is hardly possible to 
provide in any other way. 

In order to obtain continuous and exhaustive check, which all agree 
is necessary, the whole time of these auditors should be devoted to their 
work. In this provision lies one of the great guaranties for making the 
audit as perfect and efficient as possible. It should be an absolute 
necessity that one of such auditors should attend at each co-operating 
bank at very short intervals to check such cash, books, &c., as he con- 
sidered necessary. This would prevent work accumulating, and to that 
extent render checking easier, and do away with any inducement to rush 
through it. It would also keep the audit close on the heels of the work 
and so discover any discrepancy almost immediately. Further, when 
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the auditors reach the number of three, the same auditors should not 
always attend the same banks. They should interchange their work 
constantly, checking from the last signature of a colleague, having pre- 
viously secured the date from him. It would also be advisable that the 
same two auditors should not sign successive half-yearly certificates. 
These smaller matters, and such little difficulties as several banks bal- 
ancing on the same dates and requiring simultaneous audit, could easily 
be adjusted by previous arrangement. Indeed, from the continuous 
audit being brought up to within say a fortnight of the date of balancing, 
this particular portion of the work would be so lightened that this difh- 
culty would to a large extent disappear. Under such a system and with 
such conditions, false entries and such defalcations as an audit can dis- 
close ought to be discovered within a few days of thetr taking place. 

This knowledge would go far—very far— to prevent their being com- 
mitted at all, which I have before stated I take to be the highest aim to 
be secured. It is easy to realize that men occupying responsible appoint- 
ments—permanent and highly paid—would study their duties, so as to 
retain them. They would know that every lapse coming to light while 
they retained office would be investigated as a charge of dereliction of 
duty, and that their positions would be imperiled if they had failed 
through their own Aéches to detect it. If it arose from causes for which 
they could not be blamed, its discovery would prevent such a plea in the 
future. They would be on their mettle to suggest a method of prevent- 
ing its recurrence, and place it out of the power of the auditors or bank 
officers (according to where the responsibility might lie) to put forward 
a similar excuse again. 

In their own interests one of their first duties would be to study every 
case of defalcation in the past in order to learn the means by which it 
was concealed, and by the light of that knowledge to discover the checks 
which wouid prevent similar methods from being successful a second 
time. They would erect a structure of bank audit on a foundation of 
bank error and bank loss. Their time would be occupied in close inves- 
tigation and analysis of the various systems of bank bookkeeping, and 
of all the possible combinations by which they might be deceived, re- 
sulting in the development of a uniform system of bank books of the 
most perfect description obtainable; the rejection or alteration of any 
found to increase work without adequate return; and the development 
of their system of check to such a pitch of accuracy that false entries 
could never go beyond a short distance without declaring themselves. 

It is a common saying that any smart bookkeeper can deceive an 
auditor. Like many common sayings, it has a superficial smartness—a 
ring which causes it to be passed as genuine coin. Applied to the pres- 
ent method of bank audit it is quite true. Indeed, the Banker’s Maga- 
zine declares that any smart clerk can do it. As an abstract objection 
against audit as a check, I do not believe it. For if the same amount of 
care, time, and ingenuity displayed 1n inventing systematic false entries 
were applied to prevent their being made at all, such sweeping conclu- 
sions would speedily be abandoned. But you can never expect these 
results to arise from the present want of system which employs a number 
of individuals, separate and disconnected, with interests opposed to each 
other, each full of his own occupation, of which bank audit only forms a 
small part, to which he can only give a few days, often snatched and 

grudged from his own business, and only performing, as men must only 
be expected to perform, as much (or as little) as will enable him to claim 
his check. These conditions are so well understood and accepted by 
shareholders that responsibility under the present system is a myth. 
The highest penalty that has yet been inflicted on any auditor is the loss 
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of his audit, not a very heavy loss to a man even in moderate business, 
hardly a loss at all toa leading one. And even this is not inflicted. We 
find, under such circumstances, men re-elected again or re-appointed a 
little later on. 

To secure the highest efficiency in bank audit it should be made a 
profession to be mastered only by a long course of study and training, 
As in other professions, it should be a man’s accepted means of liveli- 
hood, to fail in which means loss of position, loss of Jrestige, loss of 
salary—in short, means failure in life; and which, therefore, contains the 
strongest incentives, the most imperative duty, to perfect himself in all 
its principles and details. Given these conditions, these interests, these 
incentives and these penalties, and [ think that we should soon, as far as 
banks are concerned, read the proverb in a different manner. 

But you may ask, where are the men who have the neccessary train- 
ing, who have gone through the course of study, who are competent for 
the work, who can be termed “ professional” men in this sense? It is 
easy to answer. They are in the banks, and it is from the banks that 
such auditors as I have described should be appointed. The great prizes 
of the banking profession are few, and are confined to the genera! in- 
spectors and managerships. To gain such a post requires special qualifi- 
cations, quite different from those required by an auditor. The special 
qualifications for the latter are those which distinguish the inspector or 
the accountant (when the latter happens to be synonymous with the 
bookkeeper), whose knowledge of the bank methods, their capability 
and operation, their weakness and their failures, should be complete to 
the smallest points. <A faculty for organization and for keen and lynx- 
eyed analysis, a thorough knowledge of the science of figures, a capacity 
for mastering detail, a painstaking correctness extending even to minute- 
ness, together with the instinct of suspicion and the quality of caution 
developed to an unusual degree, are the characteristics to fit a man for 
such a post. A slow man, you say. Aye, but a sure one! Sure above 
all things. Such qualities would never make a general manager. They 
are not wanted to. But I believe there are men in the profession pos- 
sessing them—men who, from the development of such valuable qualities, 
are as practically shut out from its highest awards as are those who do 
not possess them at all. And here is another benefit—a great one, as I 
think it—which will be derived from the adoption of such suggestions 
as I have endeavored to put before you. They wiil add valuable prizes 
to a profession which does not offer too many to those who have em- 
braced it. They divide it into two distinct branches, with distinct ulti- 
mate honorable goals. The ablest men in the services, recognizing the 
one for which they are best fitted, will specially prepare themselves tor 
its highest offices. The aims of each will be recognized, a school of 
specialists will be formed in each branch, the competition for each office 
will be more limited, and the danger of placing a round man in a square 
hole will be decreased. The incentives to the younger officers, who, 
even now, have to look far more to their dim hopes of the future than 
to their present salaries and immediate prospects, will be doubled, and 
the most powerful inducement, a practical one, given to them to devote 
all their abilities and energies to attaining a mastery of that branch of 
the profession which must be their life study if they are to succeed in it 
at all. They will have a practical inducement to work for all those ad- 
vantages, which this Institute was established to assist them to secure. 

To effect this, means to raise the standard of the profession, not only 
inside itself, but with the public outside, from its lowest foundations to 
its highest pinnacles, than which no better object can engage our atten- 
tion. 
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Any scheme which even remotely promises such results is well worthy 
of our deliberation, and when, in addition, it promises to decrease the 
rils of managers, to allay the anxieties of shareholders, and increase 
the confidence of the subscribing and investing public, it has established 
claims even to the consideration of that greater body which sits in 
judgment on the financial world—the banking parliament. There is no 
want like the want of backing up, and in bringing a subject of such im- 
ortance before you I have ventured to hope for the influence of the 
nstitute for such of these reforms as commend themselves to your 
approval, for such as appear likely to secure any radical, effective, and 
lasting improvement in what is admitted to be the most unsatisfactory 
branch of the banking profession. : 


DUTY OF DIRECTORS AND THEIR LIABILITY. 
CIRCUIT COURT OF COOK COUNTY, ILLINOIS. 
George M. Bogue v. William F. Tucker. 


A director who ignores his duty, and by failure to attend meetings of the board, 
leaves the active management of the affairs of the corporation to other directors, is 
thereby guilty of such gross negligence, as will make him responsible for many of 
the acts, if not all that are not positively fraudulent, of those to whom he left such 
management. 

TULEY, J.—The Chicago Life Insurance Company commenced busi- 
ness in 1867 with a subscribed capital of $100,000, which was subse- 
quently increased to $125,000, and continued until the 7th of July, 1877, 
at which date, upon the petition of the State Auditor, filed under the 
“ Act in regard to the Dissolution of Insurance Companies,” the com- 
plainant was appointed by this Court, receiver of the corporation, with 
the usual powers of a receiver. The receiver, with whom is joined a 
creditor of the company, now brings this bill against the defendants, who 
were members of one or more of the boards of directors from 1871 to 
1877, con to make them liable for the deficiency of assets to pay the 
liabilities of the corporation, estimated by the receiver to be over 

374,000. 

The bill charges, that the defendants occupied a trust position toward 
the company and its policy holders, and that in the performance of their 
duties as directors, they were guilty of such negligence and breaches of 
trust, as to render them liable for the losses of such policy holders, and 
the other creditors of the company. The allegations of the bill, which 
are admitted by the demurrers to be true, are in substance as follows: 

That the subscribers to the capital stock paid but ten per cent. upon 
their subscriptions, giving for the remaining ninety per cent. demand 
notes, some of which were secured by interest bearing collaterals, which 
interest the owners of the collaterals were allowed to collect for their 
own use. That although, during the entire period from and inclusive of 
the year 1871 down to the appointment of the receiver at the suit of the 
auditor in 1877, the company was insolvent, and at no time had assets. 
equal to the reserve required by law, the directors declared and paid 
dividends out of earnings in 1873, 1874, 1875, and 1876 at the rate of ten 
per cent. per annum.to the stockholders, none of whom, as stated, had 
paid more than ten per cent. upon their stock. 

The bill sets out various provisions of the by-laws intended as safe- 

guards against frauds, and checks upon officials, among others, one: 
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requiring the treasurer to make a report as to the financial status of the 
company, to the Board of Directors at their regular meetings, and one 
requiring the appointment by the board, annually, of an examining 
committee to examine and report upon the accounts of the secretary 
and treasurer; that during all of said period no such report was made 
or required, and no such examining committee was ever appointed. 

The bill also alleges that during this time, annual statements were 
made to the State Auditor, based on similar statements made at the 
stockholders’ annual meetings and approved by the financial committee 
—which were fictitious and grossly false in many respects, to wit, as to 
the solvency of the corporation, as to the amount of its assets and 
liabilities, as to loans secured by stocks, bonds and collaterals, which 
loans and securities were not the property of the company; false, as to 
the capital stock being fully paid, as to interest received on invest- 
ments, and as to the amount of the company’s expenditures; that these 
fictitious and false statements were extensively published by the auditor 
as required by law; that corresponding statements were sent out to all 
the agents of the company throughout the United States for the 
purpose, and were used for the purpose of inducing persons to take 
insurance in the company, and that a large proportion of the present 
policy holders were thereby induced to become such. 

While ali these allegations are admitted by demurrer to be true, it is 
contended that they are insufficient in !aw, for the reasons: 

Ist. As to the failure to call in the demand notes and put the 
proceeds at interest, that no such duty was imposed upon the directors, 
and that it is not alleged that any of the moneys called for by the 
demand notes were lost to the company by their failure to call in 
the same. 

It may be that this averment, standing alone, might be insufficient 
to fix any liability upon the directors; but when it is taken in con- 
nection with allegations that only ten per cent. was paid on the stock; 
that the company was insolvent as early as 1871, and never from that 
date on until it was seized at the suit of the auditor, had assets equal 
to the reserve required by law, it shows a neglect of duty on the part 
of the directors certainly, in not calling in the demand notes. An 
agent, who, under like circumstances, would ailow such demand notes 
to run for a period of five or six years, and until his principal was 
declared bankrupt, I apprehend would be deemed guilty of gross negli- 
gence. The directors of a corporation are agents of the corporation, 
and liabie as such; and while it is true that they are vested with a 
large discretion in the management of the corporation affairs, and that 
good reasons may have existed for their failure to call in these demand 
notes, yet Jrzma facze it was gross negligence, and puts upon them the 
burden of explaining or excusing their actions. 

2d. As to the payment of dividends. 

The payment of dividends out of earnings from premiums upon unex- 
pired risks, when the company had not assets equal tu the required 
reserve, was Clearly a breach of duty. It is, however, contended that 
the defendants are not liable as to the illegal dividends, because it is not 
alleged that the directors knew that the company was insolvent, or knew 
that it had not assets equal to the reserve required by law. 

The objection is not tenable. It was the duty of the directors to 
inform themselves as to the financial condition of the company, and as 
to what funds had to be used in the payment of the dividends, whether 
it was net earnings or part of the capital. Their ignorance is no excuse. 
It may be that they were deceived by false information or doctored 
books upon which they had a right to rely, but przma facze it was a 
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misapplication of the corporate funds, either intentional or arising from 
ross negligence, and must be satisfactorily explained to avoid liability. 

It is objected that there is no allegation that the corporation cannot 
recover the dividends from the stockholders who received them. The 
company may have a right of action against such stockholders, but 
prima facze it was a misapplication of corporate funds, for which, the 
directors, being trustees, are primarily liable to the corporation and to 
its creditors. 

As to the false annual statements sent to the auditor and to the 
agents of the corporation, it is objected that it is not alleged that the 
directors ordered them made, or sent out, or if they did, that they knew 
the same to be false and fictitious. It was their business and duty to 
know at least the general management of the affairs of the company, and 
if these grossly false statements were, as alleged, made for a number of 
years in succession, printed at the expense of the company, sent to the 
company’s agents and circulated by them—it was gross negligence, if 
they, the directors, did not discover that they were being so sent and 
circulated and that they were false and fictitious. 

It is not necessary, in my opinion, to allege that the directors knew of 
the statements being sent out, and knew their false and fictitious 
character; if a state of facts be alleged which shows that they performed 
their duties in the management and control of the corporation as agents 
and trustees, they would, unless guilty of gross negligence, have known 
the same. The facts here alleged, considered with the by-laws, present 
such a state of facts. 

It is also contended that these false annual statements were made by the 
president and secretary, one or both of them, and they being the officials 
who had such matters in special charge, the directors are not responsible 
for the acts of such officers. It is true as a general principle that 
directors are not liable for the wrongful acts of other officers or agents 
of the corporation, committed while not acting under their orders or 
direction. They are not guarantors of the integrity or good conduct of 
their officials, but they may become liable by reason of their own breach 
of duty. It isthe duty of directors to supervise the actions of each 
other, and of the other officials of the corporation ; and if, through gross 
neglect of their duties, the corporate funds are wasted or misapplied, or 
frauds are perpetrated upon other persons, which could not have hap- 
pened had the directors performed their duties by giving that attention 
to the business affairs of the corporation required of them by law, to 
wit, such attention as an ordinarily prudent and cautious man would 
give to his own business affairs, then, in such case, the delinquent 
directors will be liable to the corporation, and to those who may be 
injured by reason thereof. 

I do not wish to be understood as holding that, for asingle false annual 
statement, signed by the president and secretary and sent to the auditor 
and agents without their knowledge, the directors would necessarily be 
liable (they might be under some circumstances), but that as to those 
directors who continued in office for a number of successive years 
during which such false statements were annually made, they would be 
guilty of such persistent, continuous negligence in the discharge of 
their duties as to make them liable for what is termed crassa neg ligentza, 
or gross negligence, constituting a negative breach of duty, as agents 
and trustees of the corporation. 
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OWNERSHIP OF TRUST DEPOSIT. 
SUPREME COURT OF MINNESOTA. 
Third National Bank v. Stillwater Gas Company. 


A person obtaining property by fraud acquires no title to it, but it is held by him 
and all persons claiming under him with notice, in trust for the original owner. 

Equity will follow money or other property through any number of transmu- 
tations and preserve it for the owner. So long as it can be traced and identified in 
either its original or substituted form, it belongs to the original owner if he elects 


to claim it. 
Although the relation between a bank and its depositor is that merely of debtor 


and creditor, yet the fund does not change its character from the fact that the money 
has been deposited in bank to the credit of the depositor. If the money in his 
hands was impressed with a trust in favor of another, the deposit will remain sub- 
ject to the same trust. 

MITCHELL, J.—Appeal from an order overruling a demurrer to the 
complaint. The question raised by the appeal is whether, upon facts 
alleged in the complaint, the respondent is entitled to have a trust in 
its favor impressed upon a certain sum of money in the hands of 
appellant. These facts, so far as they bear upon the question, are, we 
think, fairly stated in the brief of respondent. They may be perhaps 
even more briefly stated, according to their legal import, as follows: 

R. W. Kerr, by fraud and deceit, obtained from respondent a loan of 
$3,500, the amount being placed to his credit and subject to his draft or 
check, in respondent's bank. Kerr afterwards drew out the money, and 
placed it in the possession and control of E. W. Kerr as his, agent, by 
causing it to be deposited in a bank in Stillwater to the credit and 
subject to the check of said E. W. Kerr. Subsequently, the appellant, 
by fraud and false pretenses, induced E. W. Kerr, as agent of R. W. Kerr, 
to pay over the money to it, the appellant, which he did by check 
upon the Stillwater Bank. Subsequently R. W. Kerr died insolvent. 
To impress this money, in the hands of appellant, with a trust in 
favor of respondent, and to recover the same, this action is brought. 

It is elementary that a person obtaining property by fraud acquires 
no title to it, but it is held by him, and by all persons claiming 
under him with notice, in trust for the original owner. So long as 
the property can be identified in its original, or in a substituted form, 
it belongs to the original owner, if he elects to claim it; and if it passes 
into the hands of an innocent purchaser for value, the title of the 
defrauded owner, at his option, at once attaches to the avails, so long as 
their identity is preserved, no matter how many transmutations of form 
the property has passed through. So long as the trust property can be 
traced and followed into other property into which it has been con- 
verted, that remains subject to the trust. The product or substitute has 
the nature of the original imparted to it. The depositing of trust money 
in a bank, although it creates the relation of debtor and creditor between 
the bank and the depositor, does not change its character or relieve the 
deposit from the trust. It is not the identity of the form, but the sub- 
stantial identity of the fund itself, which is the important thing. 

In support of these propositions, and as illustrating the extent to 
which courts of equity have carried this principle, see Zaylor v. Plumer, 
3 Maule & S., 562; Pennell v. Deffell, 4 De Gex, M. & G., 372; Frith v. 
Cartland, 2 Hemming & Miller, 417; Kvatchbull v. Hallett, 13 Ch. Div., 
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696; Overseers of Poor v. Bank, 2 Grat., 544; Van Allen v. Amer. Nat. 
Bank, 52 N. Y., 1; People v. City Bank, 96 Id., 32; Craigie v. Hadley, 99 
Id., 131; Whetley v. Foy, 6 Jones Eq. (N. C.), 34; Farmers’ Bank v. 
King, 7 Penn. St., 202; Peak v. Ellzcott, 30 Kan., 156; National Bank 
y. Ins. Co., 104 U.S., 54; McLeod v. Evans, 28 N. W. Rep., 173. 

Some cases go so far as to hold that the trust character still adheres 
to money, even though it cannot be traced into any specific property. 
In the case at bar, it is nut necessary to go to any such length, in order 
to charge this money in the hands of appellant with a trust in favor of 
respondent. Notwithstanding the various changes and transmutations 
through which it passed, the money that has gone into the hands of 
appellant is readily traced up and identified as the same money which 
R. W. Kerr obtained from respondent by fraud and deceit, and is sepa- 
rable and distinguishable from any other property or assets of Kerr. It 
is unimportant that when appellant fraudulently obtained the money 
from Kerr, it did not know that he had obtained it by fraud from 
respondent. Kerr certainly could have claimed the money from appel- 
lant, and upon the principles of the cases cited, respondent is at least 
subrogated to all the rights Kerr had. 

This disposes of the main question in the case. The appellant, how- 
ever, further contends that the complaint is insufficient because it does 
not allege that at the time of demand, or at the time of bringing suit, it 
still had the money it had thus fraudulently obtained. It is sufficient 
answer to this to say that having traced the money into appellant’s 
possession, it is presumed to be there still. If the money was returned 
to Kerr before the demand, that would be a matter of defense. 

Some point is made as to the form of the action. If acomplaint states 
a cause of action, it is no ground of demurrer that it prays for the wrong 
relief. But with reference to future proceedings, we may add that this 
action was properly brought as an equitable one, to enforce a construct- 
ive trust, in which all] parties interested in the disposition of the fund 
sought to be reached are proper parties.—Order affirmed. 





STOCK DIVIDENDS. 


Where there is no statute against the declaration of stock dividends 
by railroads or other corporations, the matter usually regulates itself. 
In Massachusetts the general law provides that a railroad must not 
“without authority of the General Court, increase its capital stock 

= or declare a stock dividend.” The Boston & Albany stock 
dividend of 1883 did not infringe this statute, because the railroad 
merely purchased from the State certain shares of its stock owned by 
the latter. The railroad did not create any new stock, but merely 
bought stock already in existence, and paid for it in bonds authorized by 
a special act of the Legislature. 

The railroads of the West have reasons for being permitted to make 
large distributions of stock and cash dividends among their stockholders 
which do not exist in the thickly settled communities of the East. 
Nothing but the hope of profits far in excess of ordinary interest rates 
would have induced investors to embark their capital in the railway 
enterprises which have penetrated the unsettled wilds of the West and 
transformed them into fertile farms and smiling villages. In the East 
the railroads have come among an existing population, while in the 
West the population has been drawn thither mainly by the railroads, and 
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the latter are consequently as much entitled to the rise in the value of 
their own property as are the surrounding farmers and owners of village 
lots to the similar advance in the value of their real estate, which has 
been brought about by the growth of the country. 

The Western Union Telegraph Company affords an illustration of a 
heavily watered stock. But in the case of Wzd/iams v. The Western 
Union Telegraph Company, the New York Supreme Court said: “So 
long as every dollar of stock issued by a corporation is represented by a 
dollar of property, no harm can result to individuals or the public from 
distributing stock to the stockholders.” , 

The Court decided in this Western Union case that when a corpora- 
tion has a surplus of earnings over its debts and capital which are 
properly applicable to the payment of a dividend, it may, where it has 
the power to increase its stock, declare a dividend of stock, and retain 
the money for permanent improvements. 

In the case of the New York Central Railway Company, the facts in 
regard to its famous scrip dividend of 80 per cent. in 1878, were recited 
by the United States Supreme Court in a case involving the right of the 
Government to tax that dividend. For years the old company (New 
York Central) had earned moneys greatly in excess of their current 
expenses without any satisfactory scheme being suggested to render 
such accumulating surplus available to their stockholders, as they were 
not authorized to increase their capital, and were forbidden by law to 
make dividends for the benefit of the stockholders beyond to per cent. 
Difficulties of this kind existing, the excess of earnings beyond current 
expenses had been expended in constructing and equipping their rail- 
road, and in the purchase of real estate and other properties, with a view 
to the increase of their traffic. Accumulations of that kind had been 
appropriated in that way until they amounted in the aggregate to 80 per 
cent. of the capital stock of the company. 

In this New York Central case the capital was fully paid; 10 per cent. 
per annum on the capital was divided among the stockholders; neither 
the cash dividend nor the stock could be increased, and as a last resort 
the company issued the certificate, which amounted to an 8o per cent. 
dividend, to the stockholders. The New York Central, in 1869, dis- 
tributed another dividend of 27 per cent. upon its own stock and 85 
per cent. upon the stock of the Hudson River road, on the occasion of 
consolidation with the latter company. 

But while the legal propriety of stock dividends in the case of some 
railroads and other corporations cannot be denied, the expediency of 
such a method of dividing surplus profits is often questionable. Its 
large watered capital interferes with present dividends upon New York 
Central stock more seriously than does the guarantee of the West Shore 
railway bonds. The interest of $2,000,000 upon the West Shore 4s is 
equivalent to less than 2/4 per cent. per annum upon New York Central’s 
$90,000,000 of capital. 

When the Atchison, Topeka & Santa Fe railroad declared its stock 
dividend of 50 per cent., in 1881, President Coolidge remarked that there 
seemed to be no end to the earning capacity of the property. A differ- 
ence of opinion will probably always exist as to the wisdom of that stock 
dividend. Those shareholders who believe in the Atchison’s policy of 
extension in Texas and the territories say the stock dividend of 1881 was 
the worst thing that ever happened to the road, while those who defend 
the stock dividend are usually critics of the transcontinental and Texas 
extensions. 

The policy of the great manufacturing companies of New England in 
the matter of stock dividends has been in notable contrast to that of the 
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Western railroads managed by the same men as the New England mills. 
The Pacific mills at Lawrence have built up a plant which could not 
probably be replaced for four times their capital stock of $2,500,000, but 
no change has been made in capitalization. The Amoskeag Company, 
at Manchester, gave their shareholders a dividend in the stock of the 
Amory mills in 1879, but the Amoskeag property could not probably be 
replaced for four times the company’s capital of $3,000,000. The Merri- 
mac Manufacturing Company, at Lowell, has made no increase or capital 
since 1849, although the plant of the company has been vastly enlarged 
and improved since that time.—Boston Advertiser. 
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BANKING IN CALIFORNIA. 


The status of banking in a city or State means the progress of 
civilization and wealth in the community ; as Europe began to grow 
more civilized and wealthy, banks were established as the natural and 
legitimate successors to the London and Hebrew morley-changers of 
earlier days. In California the banker was an important factor from the 
very days of the Argonauts. The gold that the State produced so 
lavishly could not be handled without the aid of the banks, and the 
banking business was accordingly a very important factor from an early 
day. Away back in the fifties and long subsequently the banks were all 
private corporations, the reason being that there was no provision made 
by the law for their proper incorporation. For this reason accurate data 
of the business of those early times is not easy to obtain. It is safe, 
however, to say that from the fifties to the present day, banking has 
been extremely profitable to those engaged in it, as witness the princely 
dividends paid by our leading banks, some of which have more than 
trebled the amount of the subscribed capital. The old rates were 1 per 
cent. per month, or higher, and dividends of I per cent. per month were 
made by many of our banks for a long series of years. The first Cali- 
fornia bank was opened by the late Henry M. Naglee in 1849. Burgoyne 
& Co., B. Davidson, Wells & Co. and Jas. King of Wm., founder of the 
Bulletin, soon followed. Adam & Co., D. J. Tallant, Page, Bacon & Co. 
and Felix Argenti were found in the business in 1850. The purchase of 
gold dust formed the principal part of their business. They had 25 to 33 
per cent. profit, and to use a common expression, made cords of money. 
The express companies now opened banking departments. California 
was, on account of her production of gold, deeply attached to a metallic 
cnrrency, and always held on by gold or silver, even in the era of paper 
money. An early form of currency was bars stamped all the way from 
$5 to $50 by assayers, which passed for these values. They had about 
12 per cent of silver. In 1850 Congress passed a law for the establish- 
ment of a mint here, but slugs still continued as money, as August 
Humbert, the Mint Director, made a contract with Moffatt & Co. to 
issue ones of $50 each. Away in the early days as high as Io per cent. a 
month was charged for money. Sometimes even 20 per cent. was 
charged. But these, like the moments of a fevered dream, have passed 
away to return no more. It is better for bankers and all concerned. 
The old era of banking was ended forever by the failure of 1855, which 
closed most of the banks and ruined tens of thousands. Ex-Governor 
Burnett and Ralston inaugurated the new era of banking in California. 
In 1863 the former helped to organize the Pacific Bank, then known 
under a slightly different name—in 1864 Ralston helped to organize the 
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Bank of California. The former had a nominal capital of five millions— 
the latter one of two millions, afterwards increased to five millions. 
From these beginnings the present system of banking grew. The Bank 
of Nevada came in as a factor later on, with a capital at first of ten 
million dollars. The Anglo—Californian Bank was organized in the year 
1873 with six millions of capital. And arising like a phoenix from the 
ashes of 1855, the present system of California banking by degrees 
developed itself. 

The first Board of Banking Commissioners of the State took office 
May 16, 1878, and made their first report June 30, 1878. It is interesting 
to compare that report with the last one issued: 


COMMERCIAL BANKS. 














Fune 30, 1878. Fan. 1, 1887. 
Capital paid up.....s..e6.-++ $23,028,931 83 $17,805,742 00 
Pc ttatscteies wence seus 6,665,348 65 iin 10,694,781 06 
Loans on personal security.... 12,794,466 34 ae 21,191,146 386 
Cash on hand...... he sneeeen 8,046,759 29 8,130,704 84 
Total resources.... see.sseee 571779307 57 71,354,204 86 
SPOEIIG se + 6ttes + cv0eeee cavemen 24,440,891 47 36, 595,035 73 

FOREIGN BANKS. 

Fune 30, 1878. Fan. I, 1587. 
Capital paid up......... esees $9,227,538 03 $9,447,000 45 
a eee seosearin oe 214,903 16 
Loans on personal security.... 5,719,160 85 8,860,457 61 
ae 2,980,108 03 3,169,359 39 
TORGE CROOUTONS. 2... ccccccccees 13,913,374 86 18,809,426 33 
+6 eeiwecnbnnews cas 4,218,958 96 7,999,118 22 

SAVINGS BANKS. 

Fune 30, 1578. Fan. 1, 1887, 
Comite PONE GP... ccc ccscess $4,659,503 14 $3,961,272 10 
ND so ns been mimnicinenes 3,001,444 60 2,856,816 72 
Loans on real estate ....... 59,132,312 41 41,785,313 39 
ee re 3,704,350 03 2,195,081 21 
BOCRE DOROUNORS. oc cccecscese 80,248,687 82 or 73,526,738 02 
ORGIES s 660000000 Peoerrre 71,408,581 36 — 66,196,189 54 


Here we note a decrease in capital paid up of the commercial banks 
of about 25 per cent. This is because they found that they could do 
the same business on a very much smaller capital. The California Bank 
reduced its capital from $5,000,000 to $3,000,000, the Bank of Nevada 
from $10,000,000 to $3,000,000. Here at once is a reduction of $9,000,000, 
or nearly double the amount referred to, showing that much other 
capital has been added. There has been a slight increase in the capital 
of foreign banks. In savings banks there has been a decrease on account 
of the failure of several some years ago. The surplus of the commercial 
and foreign banks has nearly doubled; that of the savings banks has 
declined in proportion to the decline of capital nearly. he loans on 
personal security in the commercial and foreign banks have increased 
from about eighteen to thirty mil'ions—a great increase—one of about 
66% percent. This is an indication of the increase in business here. 
The loans on real estate by savings banks have decreased from say fifty- 
nine to forty-one and three-quarter millions, partly on account of the 
banks that failed, partly because a great many people have paid off old 
mortgages, some that have renewed them or made new ones. The total 
cash carried by all the banks is somewhat less than it was at the period 
referred to, as it takes less to carry on business with, and as it is all 
more generally employed. The resources of the commercial and foreign 
banks have increased from $71,683,742 43 to $90,163,631 19, or thirty per 
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cent. nearly. The resources of the savings banks have declined. The 
deposits in commercial and foreign banks have increased from $28,659,- 
850 43 to $44,586,253 95, orabout 57 per cent. To sum up—the total 
resources of eighty-four banks on June 30, 1878 were $151,932,430 15, 
their deposits $100,128,431 79, while on January I, 1887, the resources of 
ninety-eight were $163,690,369 21, the deposits $110,790,343 49. So that 
we have made a notable increase, despite the failure of savings banks 
already referred to. 

The capital and resources of our private banks are unknown. That 
of the National Banks in the State on Dec. 28, 1886, were: Capital, 
$5,660,008 ; reserve, $23,600,253. There were 26 such banks. Deposits 
were $13,864,144. They had been, most of them, the growth of a few 
years past. Adding these, the total ascertained resources of our banks, 
Jan. 1, 1887, were $187,290,622 21; deposits $124,654,437. Counting the 
private banks, the total resources of California banks cannot be far 
from two hundred millions of dollars.—Commerctal Herald, 





CENTRALIZATION IN BUSINESS. 


The tendency to centralization in business—to the concentration of 
mercantile and manufacturing and transportation interests in the hands 
of large concerns employing greater aggregates of capital and labor 
under one head than heretofore—is everywhere noticeable. The mer- 
chant finds that four or five times as much capital is now required to 
secure the same income that he obtained before the war or even at a 
later period. The cotton or woolen manufacturer realizes that the num- 
ber of spindles or sets of cards which he operates must be similarly 
increased if dividends upon his capital are to be continued. The cotton 
spinning interests of the city of Lowell are mainly in the hands of seven 
corporations, operating to-day a total of 800,000 spindles. Twenty years 
ago the same corporations operated but 400,009 spindles, and were then 
eight in number, two of them having been since consolidated. 

Fifteen or twenty years ago the buyer who went to Lynn to purchase 
shoes visited numerous smail wooden factories in which his goods were 
made. The shoe business of Haverhill was mainly in the hands of 
similar small concerns as late as ten years ago. But within the past 
decade the policy of centralization has manifested itself in the latter city 
also, and huge brick factories have taken the place of more numerous 
wooden shops. 

Pursuing the same line of investigation among transportation interests 
we find that multitudes of small express companies have been swallowed 
by two or three great corporations whose mechanism covers the con- 
tinent, and who will carry a package from Boston to Omaha about as 
cheaply as it can be sent by special messenger from State street to Com- 
monwealth avenue. Among railroads the tendencv to centralization is 
especially noticeable. Ten years ago the largest railroad corporation in 
the United States comprised but about 1,400 miles of main line and 
branches. To-day quite a number of great corporations in the Western 
and Middle States own and operate from 3,000 to 4,000 miles of road 
each, and are constantly increasing their mileag2 through new construc- 
tion and consolidation. The sam2 concentration of capital and enterprise 
is manifested in the consolidation of steam railroads in New England, and 
in the proposed union of the street railway companies of Boston. In 
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the dry goods trade the tendency is to larger and fewer houses. In the 
provision business one or two men control the mutton trade of Boston, 
and the beef supply of all New England is under the control of half a 
dozen persons. 

The natural tendency to the centralization of business forces may be, 
and frequently is, unduly accelerated and distorted. The Napoleonic 
ambition of a merchant or manufacturer induces him to resort to various 
questionable expedients for the purpose of increasing his domination 
over the branch of business in which he is engaged. In ail of these 
instances the moral features of the policy pursued are to be judged by 
the methods employed no less than by the results achieved. The great 
merchant or manufacturer who expands his business by oppression and 
parsimony toward his employes, or by unmercantile methods toward 
his associates, or by unpatriotic conduct toward the government, or by 
false and unkind relations with his fellow men in general, cannot be 
justified by any subsequent degree of success. 

There are artificial combinations of capital which are also unjustifiable. 
Combinations between a great manufacturer and a railroad company, by 
which the latter enables the manufacturer to crush competition and to 
promote a monopoly, are contrary to public policy. It is doubtful 
whether even combinations between men in the same branch of business 
for the purpose of regulating trade and prices are beneficial to those 
concerned in them. Many honest and self-reliant business men will not 
enter into such combinations, believing that their effect is to hamper 
the upright and judicious members to the advantage of the dishonest 
and less enterprising participators in the combination. 

But that concentration of business which arises from the natural and 
orderly growth or union of capital and enterprise in the hands of men 
best fitted to control it is natural and wholesome. It permits a division 
of labor which enables the employment of men of varied talent in the 
occupations best suited to them. The person who possesses genius as a 
buyer of certain fabrics, but who has no talent for organization, and 
could obtain but a small pittance as proprietor of a humble store of his 
own, receives a handsome salary as head of a department in one of the 
great retail stores of the present day. In a great railroad corporation, 
the union of thousands of miles of road under one executive head per- 
mits of the best possible use of the varied energies employed. The em- 
ploye is benefited because his service is put where it will do the most 
good, and will consequently yield him the largest returns; and the 
public is benefited because it secures quicker and more convenient 
transportation, with closer connections of cars and lower rates of fare. 

The modern centralization of business forces compels the promotion 
of men of special ability whenever such ability manifests itself. At the 
head of a great enterprise stands the man with a genius for organization, 
the man with “executive ability,” which always demands and receives 
large returns for its own services, but whose success depends upon a 
just recognition of the merits or demerits of all his co-workers. If he 
is not quick to recognize the capacities of men under his command, he 
may lose them and their services be enlisted by a rival enterprise. 
Nor does the concentration of a great mercantile establishment or an 
enormous railroad enterprise under a single head insure its continuance 
under one management, even though the present possessor may be 
fortified in his control by enormous wealth. How quickly the vast 
mercantile and manufacturing interests of A. T. Stewart were dissevered 
after the death of the commanding genius which had brought them 
together.— Boston Advertiser. 



































FORGED INDORSEMENT. 


FORGED INDORSEMENT. 
SUPREME COURT OF KANSAS, 
Cochran v. Atchison. 


1. BILL, INDORSED BY A STRANGER—LIABILITY.—Where a stranger to a bill 
writes his name on the back thereof, regularly following that of the payee, he 
thereby makes himself an indorser, and assumes all the obligations and liabilities 
usually assumed by indorsers of negotiable paper. 

2. INDORSEMENT.—An indorser warrants the genuineness of the indorsements 
on a bill of exchange, and that he has a valid title to the bill. 

3. FORGED INDORSEMENT—SUBSEQUENT INDORSER.—If it be ascertained after 
the payment of the bill that the indorsement of the payee is forged, or that such 
indorsement is the signature of a false and spurious payee, the indorser immedi- 
ately following such forged or spurious signature is liable to his immediate 
indorsee for the money obtained upon such indorsement, without proof of demand 
and notice. 

4. FALSE INDORSEMENT—LIABILITY OF SUBSEQUENT INDORSER.—Where a 
bill is payable to the order of W. W. Owens, and it comes by mistake into the pos- 
session of one W. W. Owen, who wrongfully takes it from the post office, and 
thereafter the bill is paid by A, the cashier of a bank, upon the false and spurious 
indorsement of W. W. Owen thereon, and the written indorsement of C regularly 
following that of the false and spurious payee, and A having indorsed the draft, 
presents it to the drawee and collects the amount thereof, and thereafter the owner 
and real payee learns of the disposition of his draft, and demands of A the proceeds 
so collected by him of the drawee, and A pays over to the real payee and owner 
such proceeds, /e/d, that C, by his contract of indorsement, is liable to A for the 
amount of the bill, without demand made and notice, although he was ignorant at the 
time of his indorsemen: that Owen was not the actual payee and owner of the bill. 

5-— TITLE TO BILL —If a bill is payable to the order of a person, and another 
person of the same name of the payee gets hold of it, and indorses it to a party 
who takes it in good faith and for value, such party acquires no title to the 
bill. 

6. INDORSER—GUARANTY.—Where a bill is payable to W. W. Owens, and 
one WV. W. Qwen gets hold of it and wrongfully indorses it, a subsequent 
indorser cannot relieve himself from his liability to his immediate indorsee, on 
the ground that the latter is guilty of negligence in taking the paper without the 
name of the actual payee indorsed thereon. In the first place, the indorser 
guarantees the genuineness of the signature of the payee, and second, the differ- 
ence in pronunciation between Owen and Owens is so slight as not to amount 
to a variance. The two names may be taken promiscuously to be the same in 
common use. 

Action by Atchison against Cochran, to recover $151.30 paid to a false 
and spurious payee of a draft. The essential facts are: 

On the 17th day of November, 1880, the assistant cashier of the First 
National Bank of Pueblo, Colorado, mailed a draft, of which the follow- 
ing is a copy: 

“Colorado—No. 49,009—Duplicate—Unpaid. First National Bank, 
Pueblo, Nov. 17, 1880, pay to the order of W. W. Owens, Esq., one 
hundred fifty-one and 30-100 dollars in current funds. 

ROBERT F. LYTLE, Asszstant Cashier. 

“To bank of Kansas City, Kansas City, Mo. $151.30 U. S. Int. Rev. 2 
cents. To W. W. Owens, at Olathe, Kansas.” 

The letter containing the draft was received at Olathe, and placed by 
mistake in the post office box of one W. W. Owen, on the Igth day of 
November, 1880. On the same day, said Owen wrongfully took the 

draft from the post office and went to the Johnson County Bank, at 








934 THE BANKER’S MAGAZINE. [ June, 


Olathe, presented the draft to Robert M. Atchison, the cashier, and 
asked to have it cashed. The cashier said to him that he must have 
some responsible person with whom he was acquainted to identify him. 
He went out and in a short time returned with Cochran. Mr. Cochran 
said: “I know this man; his name is Will. Owen.” The cashier then 
asked Cochran how long he had known the young man, and he replied, 
about two years; that he had worked for his son-in-law, John Burch, on 
the farm, and for Mr. Collins and other neighbors, and during that time 
he had known him as William or Bill Owen. The cashier told Owen to 
indorse the draft, and then pushed the draft to Cochran, and he wrote 
his name just below that of Owen. The cashier then paid the money on 
the draft, $151, to Owen, and retained thirty cents for exchange. Owen 
immediately went out of the bank. The cashier upon investigation 
indorsed the draft, and sent it to the bank of Kansas City for collection 
and credit. The draft was promptly paid by that bank upon present- 
ment, and the cashier given credit for the full amount. 

In ten days or two weeks thereafter, W. W. Owens, the owner and the 
real payee of the draft, was in the Johnson County Bank at Olathe, and 
informed the cashier that he was expecting some money from Pueblo. 
The cashier was satisfied that he had paid the money on the draft to the 
wrong party, and afterward paid the full amount of the draft to the 
real payee, W. W. Owens. After he had paid the money to Owens, he 
made a demand upon Cochran for the money paid over to the false and 
spurious payee, and he refused to pay it, or any part thereof. At the 
time that the cashier sent the draft to the bank of Kansas City, the fol- 
lowing indorsements were on the back: “W. W. Owen, Peter Cochran, 
and credit—R. M. ATCHISON, Cash.” Afterward W. W. Owen was 
arrested for obtaining money under false pretenses, and at the March 
Term, 1881, of the District Court of Johnson county, was convicted 
thereof, and sentenced for a term of three years in the penitentiary. On 
February 11, 1881, Atchison brought his action before a justice of the 
peace of Johnson county against Cochran, to recover the amount of 
the draft paid to Owen. After judgment had been rendered before the 
justice, the defendant appealed to the District Court. The case was 
there tried by the Court without a jury, and judgment rendered in favor 
of Atchison for $151.30, with interest from the 30th day of November, 
1880, together with all costs. Cochran excepted, and brings the case 
here. 

The opinion of the Court was delivered by 

Horton, C. J.—Plaintiff in error alleges that the action brought by 
defendant in error against him cannot be sustained, because, as he con- 
tends, he is not liable upon the bill of exchange as indorser, guarantor, 
or otherwise. He also alleges that if he was the indorser of the bill, he 
is not liable, as the bill was paid upon presentment, and if it had not 
been, no recovery could be had against him, as no steps were taken to 
charge him as indorser. He further submits that he is not liable for the 
money paid to the false and spurious payee, as he received no benefit 
from it. He claims he went to the bank merely to identify W. W. 
Owen; that at the request of the cashier he wrote his name on the back 
of the bill, for the purpose of identifying Owen ; that he had no interest 
in the bill, did not negotiate it, and was not informed and did not under- 
stand he was signing as an indorser. The positions taken by plaintiff in 
error are untenable. His contract was a written one, and he became 
liable to all its terms. An indorsement of a bill by a third person regu- 
_larly following that of a payee, constitutes such third person an indorser 
of the bill, and thereby he assumes all the obligations and liabilities of 
an indorser of negotiable paper. It is true, in this case, W. W. Owen 
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was not the real payee, and was in fact a false and spurious payee only, 
and therefore his indorsement of the bill did not transfer title to Cochran 
or Atchison, but at the time of the indorsement by Cochran, the latter, 
by writing his name on the back of the bill, immediately following that 
of Owen, warranted the genuineness of the prior indorsement, and that 
he had a valid title thereto. By such warranty of the genuineness of 
the prior signature, he placed himself in the position of an indorser of 
the bill. He was accepted by Atchison as an indorser. The money was 
paid on the bill because of his indorsement, and reliance upon the well- 
defined contract which the law implies by such indorsement. He can- 
not now be heard to say he did not understand he was signing as an 
indorser, nor can he, after having assumed the obligations and liabilities 
of an indorser, relieve himself of the consequences to the injury of 
his indorsee, upon the ground that the loss to such indorser was occa- 
sioned by the latter’s own negligence. Cochran by his indorsement 
engaged the bill would be paid according to its purport, and this 
engagement was conditional upon due presentment or demand and 
notice. He also engaged that the bill was in every respect genuine ; that 
it was the valid instrument it purported to be; that the parties thereto 
were competent; that he had a lawful title to the bill, and the right to 
indorse it. (Daniel on Negotiable Instruments, §$ 669, 672, 673; Chal- 
mers’ Digest, pp. 215, 217, arts. 217, 220.) It is well settled by the 
authorities, if it turns out that any of these latter engagements are not 
fulfilled, the indorser may be sued for the recovery of the original con- 
sideration which has failed, or be held liable as a party without proof of 
demand and notice. (Daniel on Negotiable Instruments, § 669.) Even 
after the payment of a bill, if it be ascertained that any of the indorse- 
ments are forged, the drawee can recover back from the person to whom 
he paid it, and so each preceding indorser may recover from the person 
who indorsed it to him. In this case, it turned out that the engagement 
of Cochran as indorser was not fulfilled. W.W. Owen was not the real 
payee ; he was in fact a false and spurious payee; he was not the lawful 
holder of the bill, and had no right of property or possession therein. 
Neither Owen nor Cochran had the right to indorse it or appropriate its 
proceeds. Although Atchison took the draft upon the indorsement of 
Cochran in good faith and for value, he had no right or title to it, and 
his payment of the draft to Owen did not divest or impair the title of 
the true owner, who had not indorsed it. Ifa bill is payable to the order 
of a person, and another person of the name of the payee gets hold of it 
and indorses it to a party who takes it in good faith and for value, such 
party acquires no title to the bill. (Chalmers’ Digest, art. 81, p. 89.) It 
is immaterial whether Cochran acted in good faith or not. He is held 
by his written contract, and as Atchison took the paper thereon and 
parted with his money, he was entitled to have it refunded, as he 
acquired no title or interest in the bill, and was wrongfully deprived of 
his money without any consideration therefor. Cochran was liable 
upon his written contract of indorsement, without proof of demand and 
notice, 

Counsel for defendant suggest that as “ Owen,” not “ Owens,” indorsed 
his name on the back, that Atchison was guilty of negligence in taking 
the bill without the indorsement thereon of the name of the payee, 
Atchison and Cochran seem to have regarded the bill payable to W. W. 
Owen, and in this neither was guilty of negligence, because the differ- 
ence in pronunciation between “ Owen” and “ Owens” is so slight as not 
to amount to a variance. The two names might be taken promiscuously 
to be the same in common use. (S/evens v. Stebbins, 3 Scam., 25.) 

The judgment of the District Court will be affirmed. All the justices 


concurring. 
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ECONOMIC NOTES. 


CITY OF LONDON ACCOUNTS. 


A London correspondent of the New York Wor/d furnishes some par- 
ticulars of how corruption funds have been used to carry out the 
schemes of those two organizations—the Ratepayers’ Association and 
the Corporation of London. This corporation has had nearly $50,000,- 
000 at its disposal, obtained in coal and wine duties. American cor- 
ruptionists may read with interest English methods of preventing public 
exposures of official wrong-doing. It is stated by this correspondent : 
“The first public meeting was organized at Battersea to express the 
opinion of the working classes. committee was paid $60 to work it 
up, $80 went to hire a speaker, $75 were paid for the hire of attendants 
to compose the meeting, and $18 were paid to the reporters for getting 
the resolutions which had been passed and the general proceedings into 
the newspapers. There was a similar meeting at Brixton, where about 
$70 were paid for the hire of attendants to make up the meeting. At 
another meeting only five Social Democrats were present, yet their 
presence cost exactly $30, and voluminous resolutions were passed and 
reported in the papers. At the meeting in Prince’s Hall, Piccadilly, 
there were present exactly 132 workingmen, who had been got together 
at a cost of exactly $160. Considerable sums were also paid for the hire , 
of chuckers-out to disturb the meetings held in support of Sir W. Har- 
court's reform bill. These charges are all well authenticated, and the 
government could not refuse to grant a committee of inquiry. If the 
investigation is doxa fide there will no doubt be some very scandalous 
revelations The inquiry is a move of the Liberals, and will be thwarted 
by the Tories if possible. Public opinion, however, is very strongly in 
favor of an overhauling of the city accounts. It is believed a great deal 
of money is diverted by the corporation to corrupt purposes every year.” 


CAUSES FOR ENGLISH DEPRESSION. 


The continuous protracted decline in the rate of profit, the loss of 
income from certain kinds of property, especially land and minerals, and 
the shrinkage in the interest obtainable on good security, have not only 
limited the means of the investing classes, but have alarmed them as to 
their position for the future. They have become more anxious to save, 
while they have been provided with an excuse for saving with which the 
world around them fully sympathizes. The first loss having fallen on 
the landlords, who are still at the top of English society, and they 
having been driven to stop spending, all below them have felt justified 
in stopping expenditure also if they chose. Retrenchment has ceased 
to be humiliating, and under the plea that “times are so bad,” we believe 
that quiet retrenchment has been carried to a most unusual extent. 
Town houses have been discontinued, visits to town have been arranged 
more cheaply, country establishments have been sharply reduced, car- 
riages have been laid down, men servants have been discharged to such 
an extent that they reckon themselves among the suffering classes, and 
the welling out of money in needless purchases, which goes out in such 
a stream in prosperous times, has been ruthlessly stopped. Noclass, for 
example, not even the coach builders and booksellers, has suffered more 
than the second-rate artists, who have, in scores of instances, been 
reduced to such straits that they might fairly join the ranks of the 
unemployed. They would earn more by wandering up and down and 
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singing, “ We've got no work to do,” than they can earn with either 
brush or graving tools. The artists are but the front rank in the army 
of those who minister to the rich, and this army, with all dependent 
upon it, has been distinctly impoverished of late years. The rich who 
have suffered much cannot buy as of old from want of means, and the 
rich who have suffered little will not buy, from alarm and from an 
increased desire to make themselves safe before they allow themselves 
the luxury of spending. They have lost a little, and expect more loss ; 
they find a new gratification in investments even for small amounts, and 
thousands of rills of money which have fertilized great trades suddenly 
dry up. Furniture makers, for example, can be delayed for a long time 
if you are only waiting for the depression to end; but meanwhile the 
furnishers are living, like bears, on their own fat. Wealthy producers 
and distributers of articles which can be done without, have been 
astonished by a sudden, in some instances a total, cessation of demand, 
and naturally attribute to the poverty of their customers what is, in part 
at least, due to their developed thrift.— 7he Spectator. 
TREASURE-TROVE., 

The holding an inquest upon treasure-trove is among the most ancient 
duties of the coroner. By a statute of Edward I. the coroner was 
required, on being certified by the king’s bailiffs or other “honest men 
of the country” to go to the places where treasure was said to be found 
and to inquire who were the finders. It is quaintly suggested that it 
may well be perceived who is to be suspected of finding it, “where one 
liveth riotously, haunting taverns, and hath done so a long time.” 
Moreover, the individual might be apprehended upon this suspicion. 
But the new regulations will probably supersede all these old processes. 
In the future there will be little temptation to conceal treasure-trove 
because the finder will be quite as substantially rewarded by discovering 
it to the authorities. In a recent case the treasury gave a practical illus- 
tration of this. A number of old English gold coins of various dates 
were found by a workman in some old oak beam which had been 
taken from a farm house near Luton. Of these many proved of such 
rarity that they were sent to the national collections, but the treasury 
gave orders that the finder should be paid for them at the rate of their 
value as old gold, while the remainder were returned to him. But it is 
a curious instance of the changes of the law that we should now offer a 
substantial reward to deter persons from committing an offense which 
in the “ good old times’”’ was punished with death, and is still a high 
misdemeanor second only to misprision of treason and misprision of 
felony.—Chambers’ Journal. 


FINANCIAL FRAUDS. 


A financial agent conceives the idea that a tram car company started 
in Patagonia would pay. He does not mean, nor has he the remotest 
idea, that he or any one else will see tram cars in that land; no, but he 
thinks if such a scheme is started on paper, and the wires well and 
cleverly pulled in this metropolis, the undertaking will pay those who 
have the courage and pertinacity to work it, and that, no matter who 
loses by it, he himself will not do so. His first care is to find one of 
those ready writers who are able by their pens to prove almost anything. 
For a five-pound note, which is to be refunded out of the first money 
paid on application for shares, the work is undertaken, the prospectus is 
drawn out, and as a specimen of proving with pen and ink what the 
writer knows nothing about, it is certainly a remarkable document. The 
next step is to get six or seven gentlemen to act as Chairman and 
Directors of the company. These individuals, who in joint stock com- 
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pany slang are designated “guinea pigs,” are not difficult to find; but 
a wise promoter does not take every one who offers, for it is upon the 
names of these personages that the success, or otherwise, of the concern 
mainly depends. The long-suffering, ever-ready-to-be-taken-in public 
has a great respect for titles and rank; and a real nobleman as Chairman 
goes a long way with them. In fact, the greater number of those who 
apply for shares in new companies do so on the faith of the names of 
the Chairman and Directors. They do not inquire whether these gen- 
tlemen have any experience in business matters, or whether they know 
anything of the special work for which the company is got together. 
Any one with a title or a handle to his name will inspire more confidence 
in the class of poeple who become shareholders than would the name of 
the Director of the Bank of England. The board having been got 
together and their names in the prospectus, the next step is to publish 
the document in all or most of the leading London newspapers. This 
is an expensive piece of work, and especially hard for the promoter, who 
rarely has a shilling of his own. But what will not the hope of profit 
accomplish? An advertising agent is found who will take the matter in 
hand, and will pay the expenses of advertising, large as they are, on con- 
dition of receiving a 50 or 60 per cent. bonus out of the first money the 
promoter can command.— 7he Gentleman's Magazine. 


GERMAN INDUSTRY. 


One of the things that strikes an Englishman most forcibly when he 
is traveling in Germany is the apparent absence of all that trade activity 
in the empire of which we hear so much in London. You may go from 
Berlin to Dresden, from Dresden to Leipsic, from Leipsic to the Black 
Forest, from the Black Forest to Cologne, and from Cologne to Rotter- 
dam, and yet come away with the conviction that the Germans are a 
simple, pastoral people, who look after their bullocks and their cabbages 
with extreme solicitude, but who have no knowledge whatever of the 
high mysteries of finance or of the anxieties of manufacturers. Of 
course, an impression of this kind would be entirely a mistaken one. In 
Essen, in Crefeid, in Ludwigshafen, and in half a dozen other places 
there is immense manufacturing and commercial energy, but the 
stranger has to look for it a little below the surface. The German con- 
ception of life is simpler than ours, and even in manufacturing towns 
there is an air of rusticity and of rural enjoyment entirely wanting in 
Lancashire and Yorkshire. In Crefeld, for example, the traveler sees at 
the first glance nothing more than a clean, pleasant town, with pretty 
avenues of trees—a sort of second Darmstadt in its way. It lies fairly 
in the great plain of the Rhine, in a sufficiently flat and uninteresting 
situation. But art came tothe aid of nature to such an extent that 
Crefeld has become quite an ideal place to all outward appearances, 
where over-rich manufacturers migltt well retire to pass the golden sun- 
set of life. One sees nothing of this in Liege, in Lyons, in Ghent, or 
even in Essen, and still less is it to be found in Lancashire, in Yorkshire, or 
in Nottingham. And yet it is this pleasant, wholesome town which 
runs Nottingham so hard, and turns out lace and velvets at a price 
which has astonished the oldest members of the trade. To anybody 
who looks at the facts on the spot the thing is not surprising. The 
Germans live cheaply and simply. They have a cup of tea and a roll of 
bread for breakfast. Their dinner, at one, consists of a beefsteak— 
always excellent in Germany—or a veal cutlet, with £vau¢ in some shape 
or form. The supper consists of a single dish, and there the day ends. 
Luxurious individuals who affect cafés can indulge in endless dissipation 
on lager beer for a mark. It is a simple life, as we have said, and, so far 
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as we can see from very recent experience, the people are not likely to 
grow out of it. Of politics one never hears a word in Germany. There 
are no limited liability swindles to steal away the hard-earned money of 
the people. The nation, from Hamburg to Munich, devotes itself in a 
quiet, methodical way to money-making, and the result is that poverty 
is almost an unknown thing in the German Empire.—&ritish Trade 


Journal. ; 
CONIICT LABOR. 


Col. Carroll D. Wright as National Labor Commissioner reports that 
there are 64,009 persons in the prisons of this country, or one to every 
1,000 population. Of this number, 45,277 are employed in productive 
labor, chiefly in the manufacture of boots and shoes and clothing. The 
remainder are engaged in prison duties, or are sick or idle. The value 
of goods made during the year was $28,753,999, or fifty-four one-hun- 
dredths of one per cent. of the total products of the industries ofthe country. 
Col. Wright estimates a free laborer equal to 1.27 convicts. This does not 
look as though free labor the country over suffered to any ascertainable 
extent from the competition of convicts, although this may be the case 
in some localities. The policy of employing convicts in non-competing 
lines of hard labor, wherever practicable, is gaining favor, but it does not 
appear that any severe hardship is now felt. The desideratum in con- 
vict labor is hard, steady work ; and the less it competes with free labor 
the better. 

MASSACHUSETTS CENSUS. 

Part 1 of volume 1 of the census statistics of 1885 has been issued. 
Col. Carroll D. Wright is to be congratulated upon the thorough man- 
ner in which the work has been done. The first volume is indicative of the 
scope of the complete work, and though delayed, in contrast with what 
the public have come to regard as news, the tables of statistics cannot 
fail to prove of great value to inquiring minds—to all who are interested 
in the economical conditions of Massachusetts. This volume is devoted 
to the facts of population. Very elaborate tables are given, connected 
with which is an intelligible summary, presenting the results of a dis- 
criminating analysis in instructive form. It appears that in density of 
population as compared with other States, Massachusetts stands seventh. 
The only State having more inhabitants to the square mile is Rhode 
Island. The center of population is within a radius of one mile from 
the State House, and within a radius of 12 miles is a population of 
731,000, or 37 per cent. of the 1,942,141 inhabitants of the State as given 
in the preliminary census summary of a year ago. The gain of the 
whole State was 17% per cent. in 1o years. Brockton made a gain of 
96 per cent., Holyoke 71, Malden 51, Waltham 45, Worcester 38, Spring- 
field 21, and Boston 14 percent. The 23 cities contain 1,087,000 of the 
population, or nearly 56 per cent. of the whole. The cities have gained 
17.5 per cent., the towns 10.6 per cent. A mathematical calculation of 
population for 1887 indicates that the State has 2,000,000 people within 
its borders. 

ECONOMIC CONDITION OF CUBA, 

A correspondent of the New York 7zmes says: The outlying country 
is beautiful—a gently rolling surface, well watered, rich valleys teeming 
with verdure, green throughout the year—dotted here and there with 
country houses, which seem to take grateful rest in their surrounding 
shade trees. The soil is so rich and productive that it is seldom neces- 
sary to weed gardens. The large plantations are not such good invest- 
ments as formerly; the drop in the prices of sugar and tobacco has 
decreased profits immensely, and the high rate of taxation has done the 
rest. Not many years ago the land was owned by the Cubans them- 
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selves; it has passed into the hands of the Spaniards. Oppression and 
confiscation did all that the careless business methods of the Cubans left 
undone, and have made them tenants on their fathers’ lands. Probity 
in business is rare. I have heard merchants say that it is necessary to 
examine every bale of a consignment of tobacco; a written guarantee or 
contract not being sufficient. Most salaried positions are held by Span- 
iards appointed from Spain. The Captain-General receives $60,000 in 
gold per year and a secret service fund of equal amount, of which he is 
not required torenderanaccount. Afterthree or four years’ service he is 
recalled to Spain, and is expected to have saved $1,000,000 in gold per year 
and to retire independently rich. With such corruption at the head o. the 
Government what can be expected of the subordinate officials? Besides 
this drain on her resources, Cuba pays Spain from $7,000,000 to $8,000,- 
ooo in gold per year. Her condition is deplorable, her credit ruined, 
business becoming poorer every day, the rate of taxation getting higher 
and higher, and killing every new enterprise in its infancy. The Span- 
iard has withered everything he has touched. 


EARLY AMERICAN LABOR ORGANIZATIONS. 


The eighteenth century is almost a blank in the history of American 
labor organizations. The country was sparsely settled, people were en- 
gaged chiefly in the individual pursuit of agriculture, and manufactures 
were for the most part, conducted ona small scale in insignificant shops. 
Large aggregations of capital in industrial corporations were well-nigh 
unknown. For thirty years in Massachusetts, in the latter half of the 
eighteenth century, only one charter was granted to a corporation, and 
that corporation was of an eleemosynary nature! The combination of 
corporations in the syndicate of modern times could not then have easily 
been understood. Had anyone proposed anything of the kind, it would 
have been dismissed at once as impracticable. 

About the year 1800 we witness a change; rather the beginning of a 
change. Cities, although still small, were increasing in number and popu- 
lation, and capital forces were becoming more united. The labor forces of 
the chief industrial centers naturally followed, and sought combination. 
We hear of a union of shoemakers in Philadelphia in 1794, of an incor- 
poration of a New York Society of Journeymen Shipwrights in 1803, and 
three years later the house carpenters of the City of New York obtained 
the right of a corporation. Unions gradually spring up here and there in 
the larger cities, where the laborer is no longer an insolated factor in 
production, but only one of a group furnishing a large amount of labor 
power for a large capital power. The natural tendency is always for 
labor power to mass itself against the necessarily united capital power 
in any productive establishment; for only thus do they stand on an 
equal footing. This condition of things continues until about 1850; save 
that the local unions of laborers engaged in one branch of industry in- 
crease rapidly in number, beginning with the year 1825 ; save also that 
artisans of various occupations occasionally unite in a larger federal or- 
er which is itself, however only a local affair. An example is 
ound in the General Trades-Union of the City of New York, which was 
composed of representatives of various organizations of artisans in that 
city. This was active in 1833, and probably for a few years thereafter. 
—Prof. R. T. Ely in 7he Congregationa/ist. 

LEGISLATION AFFECTING SMALL COIN. 

It is a source of regret to the Treasury officials that the Coinage Com- 
mittee was so slow in formulating and adopting the bill just reported by 
it to regulate the coinage and issue of subsidiary silver. The points in 
which it changes existing law are regarded by the Treasury as of the 
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utmost importance in enabling the Department to meet the demands of 
the public for small coin circulation. The bill provides for the repeal of 
the law limiting the amount of subsidiary coin outstanding at any time 
to $50,000,000, and declares that in order to procure bullion for the sub- 
sidiary silver coinage authorized by law, the Director of the Mint, with 
the approval of the Secretary of the Treasury as to price, terms and 
quantity, shall purchase such bullion with the bullion fund; provided, 
however, that the amount coined into half-dollars, quarter-dollars and 
dimes shall be regulated by the Secretary of the Treasury. The neces- 
ed for such legislation has been persistently urged by the Treasury 
officials, and the experience of the past autumn has demonstrated the 
entire inability of the Treasury to meet any extensive demand for 
minor coin consequent upon a revival of business or other cause. The 
consequences of this inability to meet the demand for several months 
past have quite seriously affected public convenience and the conduct of 
business in several States. This bill having just been placed upon the 
calendar, its prospect of passage at the present session is not bright, 
but it will be found to have numerous supporters if an opportunity 
offers. Its most important feature is the discretional power conferred 
upon the Secretary of the Treasury to use the bullion fund for supplying 
small coin insteac of being restricted to regular appropriations, which 
have so often proved inadequate and cannot be accurately estimated in 


vadance. 
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INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. COMPUTATION OF INTEREST IN WISCONSIN. 


Will you please give a decision on the following case, which involves the method 
by which interest is to be figured : 
A man borrows $10,000 on March 26th, on a demand note drawing 6 per cent. 
interest ; on April 30th he calls to pay the note and the bank charges him interest, 
35 days 
360 to year 
he claims it should be either 











om 4 a ee $56.67 
360 to year 
35 days 
aie oa: wane i IRE 6 chs 08 sce teriensinweesateeuns $57-53 
The bank bases its claim on the following law, Chap. 94, Sec. 43, Rev. Statutes 
Wis., 1878: 


‘*Tt shall be lawful to receive the interest in advance, according to the ordinary 
usages of banking institutions, and to charge for collecting foreign or other inland 
bills, or other evidences of debt, the usual current rate of exchange, and in the com- 
putation of time, thirty days shall be a month and twelve months a year.” 

The payer claims that ‘‘a month” means 30 days only, without regard to the 
calendar, and that it is not right to say 5 days more in March and 30 in April make 
35 days, but March 26 to April 26, I month and 4 days more in April. 

Which is right, and is there any court decision on the subject ? 

RepLy.—This is! a question under the statutes of Wisconsin, as to which 


we express an opinion with hesitation; and we have seen no decision upon 
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it. In the absence of a statute, we should say that the legal way of com- 
puting interest upon a demand note like this, would be 

ees on $10,000 

305 to year 
as this fraction expresses the true portion of the year during which the note 
has been outstanding, and so is precisely just to borrower and lender. The 
statute, however, is clear, in saying that a year shall be twelve months of 
thirty days each, or three hundred and sixty days; and we think that the fraction 





adopted by the bank ; reine is justified by it, and that its method of com- 


putation is therefore correct. This is precisely the same as if, instead of com- 
puting interest by days, the bank had computed it by months and days, and 
treated the note as being out, under the statute, one month and five days; 
which produces the same result. 

Whether interest on a demand loan shall be computed by days or by 
months and days, if it is out over a month, depends a good deal upon 


custom. 


II. TRANSFER OF SHARES IN A NATIONAL BANK. 


Referring to your interesting discussion on page 85S of the May number, I would 
like your opinion on one point further : 

Suppose the pledger who delivers his certificate of National bank stock, with a 
power of attorney attached to transfer on the books of the bank, is a natural person, 
and dies before any transfer is made on the books, can the pledgee then hold the 
stock, or does the death of the pledger terminate the power of attorney ? 

Will the case be any different with the stock of a State corporation, under the 
Mass. Statute of 1884, Ch. 229? 

REPLY.—It is ordinarily true that a power of attorney is revocable and is 
revoked by the death of the giver; but this rule does not hold when the 
power is coupled with an interest. In such a case the power is in its nature 
irrevocable. See Story on Agency, § 477. 

In the case supposed, the pledgee having given value for the pledge, has 
an interest in the stock and in the power to transfer, which the 'aw will 
protect, notwithstanding the death of the giver. This is equally true of a transfer 
under the Massachusetts act of 1884. 


III. PRorest. 


Please give in your next issue the law upon the following point: A bank holding 
a draft for collection, makes demand of the drawee and is refused. The draft is 
then passed to the notary for demand and protest. He makes demand and is paid. 
Is he entitled to collect his notarial fee—if so, of whom ? 


Repty.—In New York the notary receives such a draft for the purpose 
of making demand and protesting the same in the event of non-payment. 
If the draft is paid when he presents it he gets nothing for what he has 
done; if it is not paid, he protests it and receives his fees. 


IV. COLLECTION CHARGES. 


The Kansas City 7?%mes says that a large number of the manufacturers, jobbers 
and wholesale merchants of this city are complaining of the unfair method of 
country banks in extracting fees from them on collections which should properly 
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fall to the country buyers. ‘‘ It is against the well established rules of business,” 
remarks a representative of a well known packing house. ‘‘ When we buy the 
products of the country we pay spot cash and the people are at no expense whatever 
in collecting from us. But when we ship goods to the country we expect the buyer 
to pay us in paper of par value. We draw all our drafts payable with exchange 
and collection charges, and should receive the full value of the draft. According to 
the custom of these banks they collect reasonable fees from the drawee and then 
charge us a collection fee of 25 cents on the $100 and remit us less than the face 
value of the draft. Another important matter is the custom of country buyers of 
making remittances by checks on their home banks without adding the fee of 25 
cents charged by the clearing house association for collection. This, also, is not 
strictly business, and should be abolished.” 

W. B. Grimes, president of the Kansas City Mercantile Association, says in reply 
to the question: ‘‘One cannot but see that it is altogether out of the line of the rules 
-of business the world over. ‘This custom is unjust, and is a detriment to the interests 
of commerce. By paying this extra fee of 25 cents on the $100 a large establish- 
ment will expend a vast sum of money in the course of a year for collections which 
should fall on the buyers. When we buy goods in Germany or France or England 
we give exchange on those countries, and the parties there are put at no expense 
whatever in collecting the money. It would seem very ridiculous for us to send 
them Kansas City paper and put them at an expense of 25 cents on each $100 in 
obtaining the money; yet there is just as much sense in this kind of procedure as 
there is in the country merchants sending us checks on their home banks. Of 
course we can’t expect the clearing house association to look up all these collections 
for nothing, and I think they are just as anxious to see the matter righted as we are. 
This is a subject that will bear some discussion, and we are anxious to formulate 
some plan by which to induce the country banks and merchants to do business on 
first-class business principles.”’ 


In reply to the above, a correspondent writes thus: We desire to say that 
the custom has grown up among’! wholesale dealers to collect most of their 
bills by sight draft. It is true that many of them draw their drafts ‘‘ with 
exchange and collection charges,’’ but I have yet to find a single instance 
where collection charges have been paid by the drawee) The _ whole- 
sale man wants his money collected, and not one in twenty-five of the drafts 
we get are paid when first presented. The reply generally is ‘‘will pay 
to-morrow or next week.” If we return it at once we are out postage and 
Stationery and have the satisfaction of getting a duplicate of the draft inside 
of three days to go through the same process. One I remember where 
we presented a draft for $100 each day for six days, and when paid charged 
the drawer 25 cents, on account of which he now sends his business to 
another bank which is under contract to make the same charge. If whole- 
sale men will insist on making agents for the collection of slow accounts 
out of the banks, I think they should not growl at 25 cents per $100 while 
an attorney would not charge less than 10 per cent. 





j 
a 
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ALIEN LAND OwWNERS.—Further recent conveyances of lands in the Northeast 
States of Mexico to foreign buyers aggregate something more than five hundred 
square leagues. Coal lands in Coahuila are in active demand, and continued pur- 
chases for grazing purposes are recorded by the border press. Time has shown 
that good coal does exist there, and the International Railway Company, which con- 
trols vast coal fields, will, by next year, be supplying the mineral districts of the 
central section of the Republic. Coal and iron, the two articles necessary for the 
evolution of a high industrial condition, are there in abundance, and the northern 
shalf of the country is certain to develop with rapidity from now on. 
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THE NEW TREASURER.—On May II, the President appointed James W. Hyatt, 
of Connecticut, to be Treasurer of the United States, to succeed Conrad N. Jordan, 
resigned. Mr. Hyatt is a native and resident of Norwalk, Conn., and was formerly 
cashier for the New York banking house of Legrand B. Lockwood & Co. He was 
for ten years a bank commissioner of Connecticut, and in January last was appointed 
by Comptroller Trenholm, National Bank Examiner for Connecticut and Rhode 
Island. Mr. Hyatt was originally a Republican, but went over,to the Democracy 
in 1872, at the time of the Greeley movement. 

THE NEW DREXEL BUILDING.—Mr. Anthony J. Drexel, before leaving for 
Europe, remarked that he would make his new building on the site of the old post 
office, in Philadelphia, not only an ornament to the city, but would make its interior 
the most inviting of any building inthe country. It is to be built of white marble, 
ten stories high, and it is expected to be finished by July 1, 1888. The Stock 
Exchange quarters, which will be on the second story, running through from 
Chestnut to Library, will be very commodious. The tenth story of the eastern 
front of the building has already been rented as a restaurant. The view from the 
windows of this restaurant will be a grand one. There will be plenty of elevators 
in the building. 

TRANSFER OF ASSETS.—AIthough Hon. S N. Aldrich took the oath as Assist- 
ant Treasurer of the United States, at Boston, some time ago, the formal transfer 
of moneys did not take place until very recently. Their work having been finished, 
it was found that the accounts of Hon. M. P. Kennard were correct to a cent, and 
that the amount delivered into the hands of the new Treasurer was $15, 300,714.92. 
That the business of the sub-treasury has been carried on for so many years with- 
out the loss or gain of a penny is something remarkable When Hon. Franklin 
Haven retired, it was found that the Government had unaccountably gained twenty- 
two cents during his administration. 

EFFECT ON TRADE OF THE INTER-STATE LAW.—A late issue of R. J. Dun 
& Co.’s weekly review of trade says: The Inter-State bill is doubtless charged with 
much interruption of business that does not belong to it. Still, during the past 
week evidences have multiplied of its harmful effect by the convincing proof that 
Boston’s export trade would be destroyed if the customary rebate and favoring rates 
were refused. The Commission was led to virtually suspend the operation of the 
second section for the benefit of the Boston road. The Pacific roads obtained 
exemption and reduced their rates, except the Union Pacific, which was by an error 
omitted. In the session at Atlanta, the Commission was informed of many pro- 
jected enterprises, contracts for which had been suspended until the question of 
rates could be settled. The contract for 100,000 tons of paving at Marlboro, N. 
H., was refused, the rates being advanced to three times as much as the expected 
profit. Vast quantities of freight accumulated at many points awaiting the result of 
appeals to the Commission. The Louisville merchants offer complaints as to. 
the injury in some trades. New Orleans expected an improvement, but realizes. 
none and finds business upset. Cleveland feels the injury in important branches. 
Hartford manufacturers find that the act threatens to deviate them from many mar- 
kets. Pittsburgh and Philadelphia attribute to the act much dullness, and iron. 
manufacturers hold that they have already sustained large aggregate losses. 


GUARDING AGAINST FRAUD.—A new departure is being taken by one of the 
principal Scotch banks regarding the form of its notes. It is well known that the 
risk of forgery, especially by photography, is now greater than formerly, and the 
Commercial Bank of Scotland has met this difficulty by concentrating in its new 
issue all possible guarantees against imitation by that means. The notes are: 
printed from steel plate on back and front in a combination of colors. 
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CONNECTICUT.—The Tradesman Bank, of New Haven, will erect a three story 
building. 

CoLoRADO.—Thatcher Bros. of Pueblo, will erect a bank building. The Union 
Bank, of Greeley, are about to build a new building. 

FLORIDA.—The First National Bank, of Sanford, has been organized with 
Frederick H. Rand, of Longwood, President; Moses Lyman, New York, Vice 
President, and Frank P. Foster, Sanford, Cashier. 

KENTUCKY.—J. C. Hardy, of Covington, will erect a bank building in that 
town. 

MASSACHUSETTS. —The Waltham Savings Bank, of Waltham, will erect a bank 
building. 

MICHIGAN.—The First National Bank of Ludington propose to erect a new 
building. 

MissourI.— The Glifford Banking Co of Clarkesville will erect a new bank 
building. 

MINNESOTA.—F, R. Fulton and E. A. Gowan, of Grand Forks, will erect a 
bank building. 

NEw York.—The Albany County Bank, of Albany, will erect a four story bank 
building, corner State and South Pearl streets. The First National Bank of Cort- 
land will erect a building to cost $25,000. A bank building will be erected in 
Akron. T. W. Jackson and W. Paxon are interested. 

NEW JERSEY.—An addition to cost $13,000 will be made to the City Bank 
building corner Broad and Clinton streets, Newark. 

Ou10o.— The First National Bank of Cincinnati will erect a six story brick, 
stone and iron building to cost $100,000. The Western German Bank, of Cin- 
cinnati, will erect a five story building, of brick with iron front, to cost $50,000, 


PENNSYLVANIA.—John S. Sible, Harrisburg, will erect a three story building 
on N. Third St. for the Merchants National Bank, to cost $5,000. The Wester- 
Saving Fund Society, toot Walnut St., Philadelphia, will erect a building to cost 
$150,000 on their present site. 


SATURDAY HALF-HOLIDAYS IN PENNSYLVANIA.—The banks favor them, and 
the banks are the greatest factors in the business world. ‘The banks, of course, 
would do no business were it not for the use which merchants and others make of 
them, but when the banks are closed the wheels of business are at a stand-still. 
Bank presidents declared, as with one voice, in favor of early closing, provided the 
measure could be brought about in the right way, and the bill which the Senate 
passed recently, is putting the matter in a shape of which the bankers approve. 
Not all of them have studied the bill, but so far as they have they are satisfied 
with it. 

MUTILATED NoTEs.—There was received at the U. S. Treasury lately, for 
redemption, a package of perfectly new U. S. notes of small denomination to the 
amount of $1,000, which were mutilated by having a hole punched through them, 
through which a cord had been passed and then sealed on the outside of the wrap- 
per. The package was sent to Washington by express by a National bank in 
Texas. The mutilation was evidently intended as an additional safeguard in the 
transportation of the notes. This is said to be the practice of many of the Southern 
express companies in the transportation of money to the Treasury for redemption, 
but the present is the first instance where new uninjured notes have been treated in 
this way. It is not known whether these particular notes were mutilated by the 
bank or by the express company, but it is thought at the department that it was 
done by the bank to secure exchange on New York at the expense of the Govern- 
ment. Acting Treasurer Whelpley refused to receive the notes, and directed their 
return to the bank at its expense, with a statement that such mutilation is considered 
a violation of law, and will not be permitted by the department. 


NATIONAL BANK EXAMINER APPOINTED.—The Comptroller of the Currency 
has appointed Thomas McD. Tate as National Bank Examiner for North Caro- 
lina and Virginia. Mr. Tate is a member of the North Carolina Legislature. 
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A SUCCESSFUL SCHEME FOR PREVENTING LABOR STRIKES.—A year ago the 
firm of Norton Brothers, of Chicago, decided to adopt the profit-sharing system with 
its employes. The firm promised to divide a certain portion of its profits for the 
year among the employes who worked for the firm for at least six months during 
the year, and who had not left their work without the consent of the firm, or who 
had not been discharged for cause. The firm guaranteed the sum to be divided to 
be no less than $10,000, and expected the men to refrain from striking or in any 
way interfering with their business. The men readily consented to this arrange- 
ment, and recently the firm divided $13,275 among the 250 employes, each employe 
receiving a sum in proportion to the amount earned during the year. Each em- 
ploye received nearly 734 per cent. on his earnings. The earnings of the men ran 
from $500 to $1,500 in the year, and each, therefore, received from $38.50 to 
$77.70. The system resulted in general satisfaction all around. 


JuDGE DyKMAN’s DEcIsion.—The decision of Judge Dykman in the suit of the 
Consolidated Exchange to compel the Commercial Telegraph Company to furnish 
‘it with the quotations of the Stock Exchange and to compel the Stock Exchange to 
furnish its quotations to the Commercial Company according to the agreement 
between them, is an important one. ‘The Stock Exchange has always claimed to be 
a private institution. It has no public charter. It is formed like a club, and its 
members are bound only by the by-laws they have made themselves. The 
Exchange is governed by a committee to which is delegated absolute power and 
which meets in secret. It legislates on matters affecting the financial world, but 
the public, it is held, is not entitled to any information about the meetings. The 
Exchange holds that the quotations made within its doors are its own absolutely. 
Judge Dykman’s decision just reverses this theory. He holds that the Stock 
= is a public institution and that its quotations are the property of the 
public. 


A Bic SHORTAGE.—A Joliet special says: From $75,000 to $100,000 of the 
funds of the Will County National Bank are missing. ‘The officials of the concern 
admit that there is a big shortage, but say it was caused by Cashier Knowlton’s bad 
financial management and his peculiar methods of handling the funds of the old 
Will County Savings Bank. The latter was a private concern, but Knowlton was 
manager of it as well as cashier of the National, and both banks were until recently 
in the same building. ‘The cashier has resigned and is now in Canada with his 
wife, but Captain G. P. Phelps, a brother of the American Minister to England, 
who is his counsel, denies that he is a defaulter and states that Calvin Knowlton, 
his father, has made arrangements to make good the shortage. An investigation is 
now in progress. 

THE BANK OF AMERICA.—The annual meeting of the Bank of America wa$ 
held recently in the bank building, Fourth and Chestnut streets, in Philadelphia. 
The balance sheet of the cashier made the assets $773,000, of which $504,000 was 
for bills discounted. Cash on hand, $114,102.36, and accounts of real estate and 
fixtures, $33,000. The liabilities amounted to $907,000, the chief items in which 
are $380,900 of capital stock paid in and deposits of $394,066. A _ resolution 
authorizing the Board of Directors to increase the capital stock $500,000, making it 
$1,000,000, was passed. 

BANK CREDITORS GET A DivIDEND.—The Comptroller of the Currency has 
declared a dividend of 25 per cent. in favor of the creditors of the First National 
Bank, of Pine Bluff, Ark. 

AN INTER-STATE BILL FOR CANADA.—Mr. Mulock, a prominent member of 
Parliament and a leading Toronto lawyer, has introduced a bill in Parliament em- 
bodying some of the provisions of the United States Inter-State Commerce bill. 
The most important provision relates to discrimination of rates and provides that 
no railroad companies shall charge for carrying freight a short distance a greater 
rate than for carrying the same class of goods a longer distance in which the shorter 
is included. 

BANK DIVIDENDS FOR CREDITORS.—A dividend of Io per cent. was declared 
May 10, for the benefit of creditors of the Pacific National Bank, of Boston, and 
50 per cent. for the First National Bank, of Blair, Neb. 
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SAVINGS BANK INVESTMENTS.—The Committee on Banks and Banking 
reported a bill authorizing savings banks to invest in the legally authorized bonds 
of the States of Pennsylvania, Ohio, Michigan, Indiana, Illinois, Wisconsin and 
Iowa, and of the District of Columbia, and in the bonds of any city of the aforesaid 
States and in the State of New York, which has, at the date of such investment, 
more than 20,000 inhabitants and whose net indebtedness does not exceed five per 
cent. of the taxable property therein, and in the notes of any citizen of the Com- 
monwealth, with a pledge as collateral, of any of the aforesaid securities, the 
amount of said notes not to exceed in any case eighty per cent. of the market value 
of the securities pledged. 


St. Louis CASHIER RAISES CHECKS.—James B. Busby, who has been book- 
keeper and cashier of the firm of Sheridan & Ryan, grain and general produce 
commission merchants, for the past five years, left town suddenly on May goth, and 
a few days later it was discovered that his accounts were crooked, and that he is a 
defaulter, but to what amount is not yet known. One check, however, has been 
found to have been raised from $129 to 3,129, and the probabilities are that the 
embezzlement will reach several more thousand dollars. A letter was received 
from Busby to-day, dated Cincinnati, acknowledging his dishonesty, but giving no 
information regarding the amount of his defalcation. He has probably gone to 
Canada. 

THE ARGENTINE REPUBLIC.—The amount of money invested in banking in the 
Argentine Republic is stated at $116,000,000 ; one institution, the Bank of the 
Province, at Buenos Ayres, has a paid-up capital of $34,500,000 ; its circulation is 
$65,400,000 ; loans and discounts $67,000,000, and its gold reserve is $12,400,000. 
The National Bank, another large institution, has a capital of $20,000,000, a circu- 
lation of $39,000,000 and a gold reserve of nearly $10,000,000. These facts 
indicate how energetically and on what a large scale business is conducted in the 
Argentine Republic. With the expanding commerce of this country greatly 
increased banking facilities will be required, and it is no exaggeration to say that 
to-day the banking capital of this country might be quadrupled to the benefit of 
agriculture and commerce. 


THE New YorK CENTRAL AND HUDSON RIVER RAILROAD COMPANY is 
arranging for a ‘‘ Saratoga Limited,” to be run on Saturdays and Mondays only 
during the summer months. The Saratoga limited will be composed exclusively of 
elegant drawing room and buffet smoking cars. ‘This train will leave Grand Cen- 
tral depot, New York, about 2.50 Pp. M., on Saturdays only, and arrive in Saratoga 
about 7.30 P. M., in ample time for dinner. The return train will leave Saratoga 
early Monday morning, making a corresponding run to New York, arriving at 
noon, to permit brokers and business men to reach the exchanges and business 
houses about 12.30 Pp. M., lunch being served from the buffets on the train before 
arrival at the Grand Central depot. The Saratoga limited is in addition to and 
will not interfere with the regular ‘‘ Saratoga Specials” that will leave Grand Cen- 
tral depot every day in the week, except Sunday, at 9.00 A. M., and 3.30 P. M., 
during season. 

CLEVER BANK SWINDLE.—In connection with the recent failure of the Maritime 
Bank, it has been discovered that bills of exchange which passed between the 
Stewart firm, Guy Bevan & Co. and the bank were indorsed by boys in the employ 
of the three concerns. The last English mail brought notices to several of these 
boys that bills bearing their names had been dishonored and asking them to provide 
for them. About a dozen boys were used for this purpose, and the operations have 
been going on for some time, bankers who accepted the bills thinking the indorsers. 
were responsible parties. One lad has stated that when these firms and the 
Maritime Bank began handling the bills of exchange together no indorser was 
required save the person in whose name the bill was drawn, but as time passed on 
and the paper became known in New York and the Canadian markets, and some of 
the bankers demanded that in future a bill should bear more than one name, then 
the boys were called into requisition. The lads say they were never shown the 
faces of the bills, and, until they received notice, did not know the amounts that 
were contained in. them. Some of them have indorsed to the extent of £4,000. 
Further developments are looked for. 
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THE NEW PENNSYLVANIA REVENUE LAw.—The following are the prominent 
points of the new revenue bill : 

SECTION 1 imposes a tax of 3 mills on each dollar on all mortgages, moneys owing 
by solvent debtors, and all agreements and accounts bearing interest, except, 1st, mer- 
cantile book accounts ; 2d, money in savings funds or banks to be drawn against by 
checks without notice. Bonds and stocks of banks and corporations are taxable. It 
exempts household furniture, gold and silver plate, pleasure carriages, and watches kept 
for use. 

SEC. 2 gives half of net amount of State tax to county collecting the State tax, 

SEC. 3 requires the treasurer of every city, county, borough of the State, and of 
every limited partnership and corporation doing business in the State which pays 
interest upon any loans taxable under first section, to make report under oath to the 
Auditor-General, the amount of such loans issued and outstanding and the names and 
addresses of owners within the State, how much they holdandtheparvalue. A penalty 
of $1,000 is imposed on any treasurer of corporation for failure to make report. 

SEC. 10 requires persons lending money to pay the tax ; and agreement of the person 
receiving money to pay tax is usury. 

SEC. 19 compels moneys so received paid to State Treasury before the second Monday 
of August ; county officers to receive same compensation as now. 

SEC. 22 requires annual reports to be made by limited partnerships and corporations 
to the Auditor-General, of stock, number of shares, par value, amount paid in on each, 
amount of rate per centum of dividend. 

SEC. 23 adds ro per cent. to tax if reports are not in before end of year, and a forfeit- 
ure of charter if not made for three years in succession. 

SEC. 24 provides for taxing of dividends. 

SEC. 25 imposes an additional tax of 3 per cent. on annual net earnings or income of 
every private banker and broker, and every unincorporated banking and savings institu- 
tion. 

SEc. 26 imposes a tax of six-tenths of one per centum of gross receipts on any trans- 
portation, express, telegraph or telephone company, but when a company has a right 
to mine or purchase or sell coal, the moneys derived from sale of coal shall not be taxed, 
but an account of amount that would be charged for its transportation over its own 
line shall be kept and shall be returned with other receipts for taxation. 

SEC. 27 imposes an additional tax of eight-tenths of one per centum on amount of 
premiums and assessments received by insurance companies of the State, except purely 
mutual beneficial associations whose funds, for the benefit of members, their families 
or heirs, are made up of the weekly or monthly contributions of the members. Insur- 
ance companies of other States shall be charged one and one-half per centum of gross 
premiums received in the State. 

SEC. 28 assigns portions of the tax received to the State sinking fund. 

SEC. 34 exempts corporations or limited partnerships, organized for manufacturing 
purposes, from taxation of any part of capital stock actually employed in State in 
manufacturing business, or its net earnings, except those manufacturing spirituous or 
vinous liquors, or those furnishing light or fuel by gas or electricity. 


re 

iw A BONUS of two per cent. and two dividends of five per cent. each make the 
distribution by the Bank of Montreal 12 per cent. for the year. A semi-annual 
dividend of three and one-half per cent. has been declared by the Merchants’ Bank 
of Canada. The Federal Bank of Canada declares dividend at the rate of three 
per cent. for the current half year. The Ontario Bank declares three and a half 
per cent. as against three in the previous half year. 


THE long expected statement of the Bank of Montreal shows an improvement on 
last year and is said to be nearly as good as was expected. The foilowing is 
a summary of the statement: Balance of profit and loss account April 30, 1886, 
$525,545.25; profits for the year ending April 31, 1887, after deducting charges of 
management and making full provision for all bad and doubtful debts, $1,520,195.- 
10; total, $2,045,740.45 ; dividend 5 per cent. paid Dec. 1, 1886, $600,000; divi- 
dend 5 per cent. payable June 1, 1887, $600,000 ; bonus 2 per cent. payable June 
I, 1887, $240,000 ; total, $1,440,000; balance of profit and loss carried forward, 
$605,740.35. This, as compared with last year’s statement, shows an increase in 
profits of $54,219 and an increase of $127,079 over 1885. The notes in circulation 
are $5,204,072, as against $4,956,639 in 1886, and $6,047,968 in 1885. Discounts 
this year are $27,468,802, against $25,839,555 last year ; overdue debts, $145,012, 
against $162,000 last year; deposits bearing interest, $10,248,460, against $10,817,- 
976 last year ; not bearing interest, $7,075,922, against $12,000,000 last year. 
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A LARGE SuM INVOLVED.—The case of Garret A. Hobart, Receiver of the First 
National Bank of Newark, against Mary A. Dovell and Louis Dovell, Executors, 
was on trial before Judge Depue in the Circuit Court. Louis Dovell was Receiv- 
ing Teller of the bank, and the bank officers claimed that they had discovered a 
deficiency in his accounts of $106,000. Tocover this, Dovell’s mother conveyed her 
property to the bank on condition that it should be returned if an examination of the 
books failed to show a deficiency. The examination did not satisfy Mrs. Dovell that 
her son’s accounts were not correct, and she instituted a suit in chancery for the 
recovery of her property and a judgment was given in her favor. This judgment 
was reversed upon appeal to the Court of Errors, and the Receiver was 
directed to bring the present suit to ascertain the condition of Dovell’s accounts. 


IMPORTANT TO INVESTORS.—How to properly invest money is a problem which 
puzzles many, and one upon which it seems difficult to decide. The small rate of 
interest allowed in Government bonds, or by bond and mortgage investment in any 
of the eastern cities has driven capital to seek more profitable fields. There isa 
demand for money in the rapidly growing West, the security is ample, and the 
interest nearly double what it is in the Eastern States. But how shall the loan be 
made, to be perfectly secure and not require personal attention? We have examined 
the prospectus of the Jarvis-Conklin Mortgage Trust Company and find that it has 
taken a long step insolving the problem. It will invest the money in first mortgages 
drawing 6 and 7 per cent. interest, secured by productive farms in Kansas and Mis- 
souri, and improved real estate in Kansas City. The company guarantees the title, 
attends to insurance, collects and remits interest, and guarantees both principal and 
interest. One specialty of the company worthy of direct note is its Debenture 
bonds, drawing 6 per cent. and running ten years. These are in denominations of 
$500, $1000 and $5000, and are secured by mortgages deposited with the Mercantile 
Trust Co., of New York. Investors should certainly look into the merits of this 
Mortgage Trust Co., the eastern office of which is in the Equitable building, New 
York city. The principal office is in Kansas City. Its paid up capital is a million 
dollars, and it is officered and managed by capable and responsible people. 


QUEER DEEDS OF TRUST.—Deputy Clerk Henry Hardy was requested 
to put on record a deed of trust in which a small farmer pledged his best suit of 
clothes to the merchant who was to provide him with some needed provisions. The 
farmer regretfully stated that he had been compelled by the city merchant to 
furnish security. He had an old suit and thought he could stay away from church 
until next fall, when he would get in his crop and pay his debts. He was permitted 
to keep the clothes but was not to wearthem out, and was made to understand that 
they were liable to execution in case he failed to meet his agreement. Another 
deed of trust recorded was for three chickens. They were all the impecunious 
farmer had, and as security of some kind was demanded, the chickens were put on 
paper. Numerous instances are on record where mules, cows, pigs, sewing ma- 
chines, and even baby carriages have been pledged by small planters who applied 
for credit. Most of these are negroes, but quite a number of white men have 
obtained temporary relief from poverty by mortgaging property of the description 
given. Mule mortgages are by far the most common, however ; next to mules, 
sewing machines are acceptable to the merchants, who, either through avarice or 
fear of being swindled, compel their debtors to give deeds of trust on articles which 
in many cases are valueless.— Vicksburg Herald. 


THE THERY MILLIONS.—M. Steenackers, who was Postmaster-General under the 
Tours delegate government, and is now a member of the Chamber, has taken up 
the cause of the claimants to the sum of 425,000,000, which they contend is due to 
them by the State. What they say is this: in 1676 a Frenchman named Thery 
deposited £400,000 in the Bank of Venice and then died. For some time after his 
decease nobody came forward as his heir. Some swindlers then by means of forged 
papers tried to get hold of it, but failed. More than a century passed, when 
Bonaparte was ordered by the Directory to demand the principal and interest for the 
benefit of French subjects. They were paid to him, and he appropriated them to 
military uses. The State therefore became the debtor of the Thery family. Au- 
thentic heirs of the depositor of the £400,000 exist. That sum, with legal interest, 
now comes to 425,000,000. 
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VIRGINIA’S BURDEN.—The continued agitation in the Courts of Virginia’s debt, 
bids fair to become an issue for the members of the Assembly this fall. The people 
do not rest easy under the recent decisions of Judge Bond of the United States 
Circuit Court, in the numerous coupon cases. The bond holders and the State 
authorities show no signs of retreating from the stand they have taken on the debt 
question, while many of the Democratic leaders favor an extra session of the 
Legislature to devise some means for preventing the coupons being received as taxes. 
They are in about as great a quandary as Gov. Lee, who would not hesitate to make 
the call could anyone present a feasible plan. So far none have been offered that 
promise any better fruit than those of the past Legislatures. It is the opinion 
among those best informed that the day is not far distant when the matter will take 
the form of a constitutional amendment, setting a very short period in which the 
holders may convert into Riddleberger bonds. 

The decision rendered by Judge Bond in Baltimore recently, granting a writ of 
habeas corpus to Sherwood, the New York drummer, and others in the same busi- 
ness who had tendered coupons for their license taxes has caused a cessation of 
hostilities between the State and the representatives of the bondholders on that 
particular line until the questions involved can be passed upon by the Supreme 
Court of the United States. If that court decides against the State it is believed 
that the debt question will assume some new phase. 


ANOTHER VICTIM OF STOCK GAMBLING.—Allentown, Pa., is having another 
financial sensation. Edgar Thompson, aged about 25 yeare, employed since 1871 in 
various positions at the Station of the Central Railroad of New Jersey and for the 
last few years as chief clerk, has been missing since Thursday morning. The snug 
sum of $32,000 has been lost by him lately in stock gambling. His accounts with the 
railroad company are, so far as is known, all straight. He got a salary of $65 per 
month, but this did not nearly suffice to meet his expenses, and as he had ideas of 
the Ferdinand Ward stripe, he cast about for means by which he could gratify his 
financial notions. He represented to his uncle that he was engaged in the fire brick 
business and that he sold lime, sand, &c., on commission. ‘Thompson had printed 
billheads and statements, some of which he at intervals filled up and showed to his 
uncle to convince him of the good business he was doing. He kept a set of sham 
books, and every month sent Mr. Twining a bogus statement of orders, payments, 
etc , all of which represented him as doing a flourishing business. When he had 
his uncle convinced that he was on the road to financial success, he induced him to 
indorse drafts and notes, the money on which Thompson put in stocks. The First 
National Bank of Mauch Chunk also discounted his paper to the amount of thousands 
of dollars. Mr. Twining’s loss is $17,000 and the bank’s $15,000. In some of 
his stock transactions Thompson was very successful, and one day he came out 
$6,000 ahead. With this money he paid a note at the Mauch Chunk bank and this 
made good his credit. His losses occurred on Jersey Central stock, of which he 
held 2,000 shares. 


NOVEL CASE OF FoRGERY.—Edward E. Ball, Tax Collector of Pompton township, 
Passaic county, N. J., was arrested rcently and taken to Paterson on a charge pre- 
ferred by Town Treasurer Daniel Wheeler, of having forged the names of two men 
as sureties on his bond. He was subsequently released on bail. Mr. Ball was 
elected in 1882, and is an energetic, driving young man, carrying on a large country 
store with his brother at Bloomingdale. He was re-elected Collector in 1885 
and 1886 on a fusion ticket. Last year he got into trouble about some school 
moneys that came to his hands, but this was settled up. For the last two years 
there have been rumors about his management of the office that made it somewhat 
difficult for him to get sureties on the bonds which he was required to give to the 
township and county. In fact, for these two years he has given no bond to the 
county at all, but has made a point of paying up the county taxes out of the first 
moneys that came to his hands, and so promptly that Pompton has been the first 
township to settle up its county taxes in full. It was suspected by those who knew 
that this was done so that the county authorities might make no trouble about his 
failure to give bonds. The township taxes for 1886 amounted to about $35,000. 
How much of this he has collected is not known, but the town Treasurer is 
satisfied that Mr. Ball has not yet paid over all that he has collected. The offense 
charged is quite a novel one. 
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THE WESTERN BANK OF CANADA appears to be doing a snug business, and 
from its last report has again earned twelve per cent. upon its average capital for 
the year, which is greater than it was a year ago. Ten thousand dollars has been 
added to rest and $4,500 carried to profit and loss after paying 7 per cent. divi- 
dend. Deposits and circulation were both increased, current discounts are fully 
maintained—past-due bills showing, however, at twice the figure of last year—and 
the proportion of immediately-available assets is very creditable. A branch has 
been opened at Paisley, which makes the fourth established within the five years of 
the bank’s existence. 

NIMROD Lonc.—Mr. Nimrod Long died at Russellville, Ky , April 24th, in his 
74th year. The deceased was a prominent banker and capitalist, and was widely 
known on account of his connection with and interest in the affairs of the Baptist 
church. He leaves a large fortune. 

DANIEL P. ForsT, OF TRENTON, N. J.—Daniel P. Forst, president of the 
Mechanics’ National Bank, and senior member of the wholesale grocery firm of D. 
P. Forst & Co., died suddenly at Trenton, aged 65 years. The deceased was born 
at New Hope, Penn., and commenced business in the lumber trade at Bristol. He 
went to Trenton in 1855, and engaged in the grocery business, and in partnership 
with Ex-Senator John Taylor, built up a firm which eventually became one of the 
richest in Trenton. He withdrew in 1870 and soon after became president of the 
Mechanics’ National Bank. 

Wo. B. Woop.—William Benjamin Wood died at his home, on Montgomery 
street, Covington, Ky., April 22. He was in the seventy-ninth year of his age, 
and has been a citizen of Covington since early in 1850. Probably no man in 
Covington has been more conspicuously identified with the banking institutions of 
this vicinity than the deceased. He was the first assistant cashier of the First 
National Bank of Covington, and he became subsequently the cashier of the Ohio 
National Bank in this city. His excellence as an accountant and financier made 
him of almost inestimable value, and the positions of important trust he held were 
numerous. He opened the books for the Lafayette Bank when it commenced busi- 
ness, and later did the same service for the Franklin Bank. He was an earnest, 
energetic, honest man, and in his long life no word was ever uttered to his discredit. 
His career was honorable and his decease will be the regret of the friends who knew 
and appreciated his worth. 

HON. WASHINGTON C. DE Pauw, of New Albany, Indiana, who died on 
May 5th, was born at Salem, Washington County, Indiana, in 1821. He 
commenced life poor. He held the office of Clerk of Washington county, from 
1846 to 1852. With his earnings in this office he laid the foundation of his colossal 
fortune. He was one of the principal stockholders in the old Bank of the State of 
Indiana ; was president of the Bank of Salem, at Salem, and the Bank of Salem, 
at New Albany, before the war. During the war he was one of the heaviest con- 
tractors for Government supplies in the West. He was as public-spirited as 
wealthy. He owns the New Albany plate-glass and window-glass works, in which 
he has $2,000,000 invested. He is the principal stockholder in the Ohio Falls Iron 
Works, New Albany Rail and Cable Road Supply Mill, New Albany Woolen and 
Cotton Mill, two large foundries, and half a dozen other extensive manufactories in 
this city. He leaves an estate of from ten to fifteen millions. 


RoBERT McKimM.—Robert McKim, a wealthy merchant, banker, and philan- 
thropist, died at Madison, Indiana, May 9th. He was born in Ireland, County 
Tyrone, May 24, 1816. Having completed his apprenticeship as a stonemason, 
he was married and emigrated to this country, landing in Philadelphia, where 
he remained for about fifteen months as a journeyman at his trade. To try 
his fortunes he came West, and landed in Madison, in the fall of 1837, his entire 
capital consisting of his skill as a mechanic. He diligently applied himself 
to his trade until 1855, when he went into the coal business, and he had given this 
his attention ever since. Years ago he made fortunate investments in real estate 
in Indianapolis. He was a large stockholder and director in the First National 
Bank, the McKim-Cochran Furniture Company, a cotton mill company, and minor 
manufacturing establishments. He was president of the First National Bank at the 
time of his death. 
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DURING THE MONTH two men long known in banking circles in New York have 
finished their work, Thomas Monahan and William H. Macy. 

At a special meeting of the Board of Directors of the Fulton National bank, the 
following paper was read and placed upon the minutes: 

The death of Thomas Monahan has deprived the Fulton National Bank of a 
manager and Director whose counsels have been wise and conservative, and whose 
management during 28 years has given the bank the high position it has always 
maintained. 

Mr. Monahan was unanimously elected President of the bank in 1859. From 
that date his life has been identified with the interests of the bank, over which he 
has watched with constant and never-failing care. 

Through the many vicissitudes and changes which have marked the commercial 
history of the country since that date he has directed with wise and prudent judg- 
ment and management the trust confided to his care. Not only in his -official 
capacity but in the nearer relations of social intercourse and friendship he was 
the kind adviser and warm-hearted friend of all who sought his assistance and 
sympathy. 

The Directors of the Fulton National Bank desire to record this tribute of their 
affection and regard for him as a man and their sense of the loss which this bank 
and the community have sustained by his death. 

The Trustees of the Seamen’s Bank for savings adopted the following minute : 

Whereas, It has pleased God to remove by death our late President, and 

Whereas, By the decease of our much-valued friend and associate this board has 
lost a most active and efficient member, who for so many years performed the duties 
of his office with marked ability and courtesy, and this community one who in the 
course of a long and useful life has faithfully filled many positions of honor and 
trust, 

There fore, resolved, That this board has heard with profound regret of the death 
of its honored President. 


OF THE LATE MR. CHARLES F. SMITHERS, President of the Bank of Montreal, 
the Montreal Shareholder says: ‘‘In the case of Mr. Smithers, it was not alone his 
position, but his personal influence which made him one of the most highly 
respected men in Canada. Of a quiet cautious temperament he lacked that dashing 
venturesome spirit which sometimes leads men to success and at others to ruin, but 
there was safety in his movements and his words were noted, his suggestions 
adopted, and his calculations and observations were regarded with respect by those 
who felt that his coolness and judgment applied to his official position, gave him 
opportunities which few enjoyed. Mr. Smithers was an Englishman by birth 
having been born in London, on 25th November, 1822. His early training was in 
commerce and finance which laid the foundation of that education which fitted him 
for the work awaiting his riper years. At 25 years of age he came to Canada as 
accountant of the Bank of British North America, subsequently taking charge of the 
agency at Brantford and later that at St. John, N. B. In 1858, he parted from the 
British North America and accepted the position of inspector of the Bank of Mon- 
treal, and in 1862, he went to New York and assumed the joint agency of the bank 
there, which he held for about a year, when he returned to Montreal, having 
accepted the agency of the London and Colonial Bank, but he only remained here 
two or three years. He then returned to New York and was again associated in 
the joint agency of the Bank of Montreal. In 1879, the general managership of 
the bank became vacant, and the offer of the position was accepted by him. In 
1881, he became President, which office he occupied up to the date of his death.” 


TRADE DOLLAR REDEMPTION.—Reports received at the Treasury Department 
show that up to May Io, 6,500,426 trade dollars have been redeemed to date. The 
principal redemption was in Philadelphia. The law authorizing the redemption of 
trade dollars has already been in operation over two months, and has nearly four 
months to run. It was originally estimated that there were about 7,000,000 of 
these coins in this country, and the redemptions show that the estimate is nearly 
correct. Importations from China and Japan may swell the amount to 8,000,000. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


( Monthly List, continued from May No., page 865.) 


State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
Dis: Ws: Qe ccndecdbstoses Western National Bank. ———..........00. 


MICH... 


MINN... 


$3, 500,000 Daniel Manning, Pr. Ferdinand Blankenhorn, Cas. 


b ] 
» RN, co ciawss First National Bank..... Mechanics’ National Bank. 


$100,000 Christoph. C. Harris, Pr. Wm. W. Littlejohn, Cas. 


. Escondido..... Bank of Escondido ..... Chemical National Bank, 


0,000 Wm. W. Thomas, /r. Julius H. Anderson, Cas. 


$20 
. Los Angeles... East Side Bank......... Seaboard National Bank. 


$10,000 Wm. Vickrey, Pr. Uri Embody, Cas. 


=" RSS Lamar State Bank cael Tie ws First National Bank. 


Francis Hall, Pr. Geo. Theis, Jr., Cas. 


$15,000 
. Central City... . Central City Bank...... Chase National Bank. 


$25,000 Wm. R. Stebbins, Pr. Fred. M. Clary, Cas. 


» DWEOR oh ceca Dawson Banking Co.. Winslow, Lanier & Co, 


D. Thomson, Pr. Ernest F. Heyd, Cas. 


$15,000 J. 
. Devils Lake.... Merchants’ Nat’l Bank.. Gilman, Son & Co. 


,000 F. R. Fulton, Pr. E. A. Gowran, Cas. 


$50 
« PAs vwvcce Dak. Guaranty Sav. ee ae 


P. B. Smith, Ar. Burleigh F. Spalding, Sec. & 7,r. 


25,000 
» Seaford. ..cccce RO ee rere 


50,000 
pe Atlanta National Bank... = = ——s neseceeceees 
o000 «60s Samuel H. Fields, Pr. John P. Hieronymus, Cas. 


$50 
. Chicago.... ’ ... Fort Dearborn Nat’! B’k. United States National Bank. 


$500,000 Homer N. Hibbard, Pr. Seymour Walton, Cas. 


. Council Bluffs.. Burnham, Tulleys & Co. Gilman, Son & Co, 


a Farm, & Merchants’ B’k. Chase National Bank, 
Chas. R. Hannan, fr. T. G. Turner, Cas. 


o SHED. 0060800 Citizens’ Bank.......... Fourth National Bank. 


(Clapp & Davis) Geo. H. Rink, Cas. 


$25,000 _ 
. Ashland. ...... i eee 


50,000 Oliver C. Ewart, Pr. John C. Thurman, Cas. 
Coldwater...... PE Ennccs si“ etter eneses 
$52, ooo §Edgar Henderson, Pr. John P. Jones, Cas. 


5 a. ciaman Citizens’ Bank.......... First National Bank. 


E. D. Kemp, /r. E. A. Compton, Cas. 


s Raemens Civ... PR TURE ccc s Ss ehh etree sees 


J. D. Wilson, Pr. Wm. eat: Cas. 


$100 ,000 
. Meade Center.. First National Bank. ee 


$50,000 _ J. O’Meara, Pr. Matthew H. Ewart, Cas. 
i Am. Bkg. & Sav. Asso. . Tradesmen’s National Bank. 
$200,000 Wm. H. Stevens, /r. John M. Nicol, Cas. 
BE cccusece po PT eee rere 
$50,000 . K. Rogers, Pr. Martin O. Hall, Cas. 
eee First National Bank..... 000 eeeeceeuces 
50,000 Daniel Hughes, /r. James T. Riley, Cas. 


fe) 
.  £- ea Farmers & Merchants’ B’k Gilman, Son & Co. 


Samuel N. Harvey, /r. Jerome L. Beard, Cas. 


. Louisville...... i ewe ‘ 


C. H,. Parmele, Pr. C. A. Manker, Cas. 


$2 ane 
._ xe lL ee ere ere 


T. D. Connell, Pr. W. E, Hannon, Cas. 


..; New Brunswick People’s Nationa] Bank P National Park Bank. 


$100,000 Geo. W. De Voe, Pr. T. E. Schanck, Cas. 


o BRE. vccced Union County ee Pee ae 


$50,000 Edward S. Savage, Pr. M. W. Brett, Cas. 


5 
Oo 96 Be dawnas oo gf Er 








Lewis Parker, Pr. Jos. G. Brearley, Cas. 


100,000 
va i cawiwd First National Bank..... Mercantile National Bank. 


$65,000 Dolphus S. Lynde, /r. John Pickens, Cas, 
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Place and Capitad. Bank or Banker. Cashier and N. Y. Correspondent. 
. Gloverville Mfs. & Merchants’ Bank. National Park Bank. 
$50,000 Wm. H. Place, Pv. Edward Wells, Cas. 
Morris & Morris Chase National Bank. 
. Cincinnati Equitable National Bank. 
$350,0¢ Frank H. Reno, /». John M. Blair, Cas. 
. Harrisburg .... Merchants’ Nat’l Bank.. 
$100 H. D. Hemler, Pr. John R. Shoemaker, Cas. 
. witheapnent... Merchants’ Nat’! Bank.. 
$100,000 J. Wood Mussina, Pr. John H. Boyer, Cas. 
Williamsport... Cochran, Payne & Mc Cormick. Brown Bros, & Co, 
Edward J. Larkins, Cas. 
. Aiken Bank of Aiken Importers & Traders’ Nat’l Bank, 
F. B. Henderson, Pr. W. M. Huston, Cas. 
. Fayetteville.... Elk National Bank 
$50,000 Robt. D. Warren, Pr. Wm. B. Donthat, Cas. 
First National Bank Mercantile National Bank. 
$50,000 Geo. W. Eastwood, Pr. Abraham U. Thomas, Cas. 
. Fond du Lac... Fond du Lac Nat’l Bank. First National Bank. 
$100,000 Chas. A. Galloway, /r. Gaines A. Knapp, Cas. 
hae National Bank. .. 
$50 Leander Choate, Pr. J. W. Ladd, Cas. 
: Wathen... . . Rank of Washburn National Park Bank. 
$15,000 (A. C. Probert) 





CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from May No., page 869.) 


. Decatur Bank of Decatur; now First National Bank. 
. Central City. .. Stebbins, Mund & Fox; now Central City Bank. 
Dawson Neill Bros. ; succeeded by Dawson Banking Co. 
Byron Bank (D. H. Campbell) ; now J. C. Woodburn, prop. 
Leopold Mayer; now Leopold Mayer & Son. 
, Freeport National Bank ; changed to First National Bank. 
. Maple Park ... E. P. Robertson; now E. P. Robertson & Co. 
ee Verona Bank is closing out. 
. Virden The Bank of Virden; Caldwell, Henderson & Co. now 
proprietors. 
; Orange County Bank ; Bowles, Stout & Co. now proprietors. 
. Council Bluffs, Council Bluffs National Bank; succeeded by Burnham, Tul- 
leys & Co. 
. Leavenworth .. German Bank; business transferred to First National Bank. 
. Meade Center... Bank of Meade Center; succeeded by First National Bank ; 
same Officers. 
.. Wichita Bank of Wichita; succeeded by Fourth National Bank. 
. Yates Center... Yates Center Bank (Dickerson & Opdyke); now Winter & 
Opdyke, proprietors. 
. Boston Gould & Hall; now Gould, Hall & Mills. 
. East Tawas... ne Richards & Co. ; succeeded x! J. H. Schmeck & Co. 
. Norway L. J. Kimball ; succeeded by S. F. High. 
. Ainesworth.... Bank of Ainesworth (J. F. Burns); now Rogers & Rising, 
proprietors. 
Bank of Rulo; succeeded by First National Bank. 
National Bank of Rahway ; succeeded by Union Co. Bank. 
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CHANGES OF PRESIDENT AND CASHIER. 


Bank and Place. Elected, In place of 
N. Y. Ciry.American Exchange Nat’! : Dumont Clarke, V. Pr... = waeneeee 
Bank. }) Edward Burns, Cas...... Dumont Clarke. 
"Western National Bank.. | FA" Smitin dst Cas, oso. 
ALA.... Birmingham N.B., Birmingham B, C. Scott, es 
w .. Com, Fire Ins.Co. ’ Montgomery W. H. Hubbard, ene Thos. E. Hannon, 
u . Merchants’ Nat’ 1B. , Fuscaloosa. B. Friedman, oi iA Ns 
ARK.... First National Bank, Helena... John P. Moore, hiwwace  serevesr 
CoL.... First Nat’l B., Glenwood Spgs. W. B. Devereux, aor 
u . Jefferson County Bank, W. H. Whitehead, Pr... . John Nicholls. 
Golden. ys i ps G. Smith. 
ROGER, FP. cccccces yman R, Norton, 
Conn... Mechanics Savings — ry C. B. Hallett, Le, SOOTP H. B. Steele. 
— Lyman R, Norton, Treas. Elias E. Gilman.* 
DAK.... Merchants’ National Bank, Edw. W. Marlin, V. Pr.. S. Bullock. 
Deadwood. ; Wm. Selbie, teapot Alvin Fox. 
u . First National Bank, De Smet. Philip Lawrence, Cas.... Walter N. Carroll. 
u . First National Bank, Mandan.. H. Van Vleck, Cas...... H. Van Vleck, Jr. 
u . First National Bank, Mayville . J. P. Habet, V. Pr....... wae n nee 
u . Bank of Oakes, Oakes......... T. F. Marshall, Cas...... C. A. Baker. 
a“ . First National Bank, Ss SF SS AS , Ser ore 
Parker. Pa ae Ee Ae Ca.  .. ennoense 
u . Minnehaha Nat’! B., Sioux Falls S. L. Tate, ae ee C. S. Palmer. 
u . Aurora County Bank, Frank R. Preston, Pr.... F. S. Rowley. 
White Lake. John P. Vogel, ihe cons Frank R. Preston. 
D. C.... Nat’l B. of Washington, Wash. Chas. E. White, dss’7C.. —s... ss ss 
: , Dina 2s POsekens. . saaweene 
FL - First National B —_" — Nat. Poyntz, Cas........ J. H. Vivion. 
ns ee Poyntz, 4ss’¢ Cas... W. B. Newton. 
Bhasces Chattahoochee N. B., Columbus E. H. Epping, Cas...... R. M. Mulford. 
Se Aurora National Bank, O7. Dy Peewelh, Fr occ c sce O. D. Howell. 
Aurora, } Chas, C. Earle, V. Pr... O. D. Powell. 
u . Fort Dearborn N. B., Chicago. E. E. Crepin, V. a ae 
| John F. Roach, Pr...... a D. Metcalf.* 
u . Bank of Girard, Girard. Henry C. Hamilton, _ Sie errr 
J. M. Metcalf, Cas....... Hy. C. Hamilton. 
u . First National Bank, Mattoon.. Preston F. McNair, Cas.. C. E. Wilson. 
h . First National Bank, , H. K. Weber, V. Rn ee, 
Springfield. 1 W.W. Tracy, Ciaseeea H. K. Weber. 
InD .... Angola Bank, Angola......... Wm. Wickwire, Cas..... A. Osborn. 
u a County Bank, Paoli.... Wm. T. Hicks, Cas...... Wm. A. Salter. 
Iowa, . National State Bank, 1 John J. Fleming, Cas.... T. G. Foster. 
Burlington. ; J. W. Brooks, Ass’t¢ Cas. John J. Fleming. 
w _., Clear Lake Bank, Clear Lake. L. P. Jones, Pr.......... Geo. E. Frost. 
" . First National Bank, 4 eds Potter, Fe SV ascenn E. J. Bush. 
Creston. / E. J. Bush, F. D. Ball. 
w _., Bank of Hubbard, Hubbard... D. E. Byam, Sites anacuis E. G. Swem. 
” . Bank of Maynard, Maynard... F. E. Blethen, Cas....... Delos ee iia 
w .. B’k of New Market, N. Market. G. I. Miller, Cas tai teialeatinie C. B. Hutton. 
n . Bank of Schaller, Schaller..... H. L. Leland, Ces.....-. C. A. Blossom. 
w .. Farmers’ Nat. B.,Webster City. W. P. Miller, Acting Cas. A. L. Denio. 
KAN.... Exchange Bank, Cedarville.... F. Everest, _ ncmaep W.W. Hethering’n 
4” . Centralia State Bank, G. & Cummings, ee Jno. S. Hidden. 
Rf Sy 8 A. See C. S. Cummings. 
un . First Nat’l] Bank, Greensburgh. James H. Bacon, Cas.... Geo. S. Murphey. 
. . First National Bank, W. P. Rice, V. Pr....... J. M. Graybill. 
1 exvenwosth. as ae ee Paes.» : -sonnenwes 
J. W. Fogler, Cas. ...... Geo. Vanderwerker 
w  .. First Nat’l B’k, Meade Center.. James A. Blair, V. Pr... ws eae 
w  ,, First National Bank, J. J. Grier, V. er ene rn 
Norton. {| W. H. Willemeyer, As.C. o- sewer 


(Monthly List, continued from May No., page 870.) 


* Deceased 
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Bank and Place. 


. First National Bank, ( 


Elected. 


Chas. A. Wolcott, V. Pr. 


Russell. } V. K. Hoover, Ass’¢t C... 


. Fourth National Bank, Wichita. 


Nat’! B. of Cynthiana,Cynthi’a. 
Ouachita Nat’]l Bank, Monroe.. 
First National Bank, ’ Augusta... 
Drov. & Mech. N.B., Baltimore. 


. The People’s Savings Bank, 


Detroit. 


.. St. Johns Nat’] Bank, St. Johns. 
. Union National B’k, Rochester. 
. Commercial Nat’! B., St. Paul. 


. First National Bank, 


Natchez. 


First National Bank, 
Chillicothe. 


First N. B., White Sulphur Spgs. 


NEB,... Bank of Ainsworth, Ainsworth. 


N. 


iis Gites 
OHIO.. 


“ 
“ 
a“ 


. York National Bank, 


. Farmers’ 


. Chadron Bkg. Co., Chadron.. 
.. First National Bank, Columbus. 
. Hitchcock County Bank, A. 


Culbertson. 


.. Exeter National Bank, Exeter.. 
. Fremont Nat’l Bank, Fremont. 


.. Grand Island Banking Co., 


Grand Island. 
First National Bank, Rulo 


York, 


Wolfborough. 
National Bank, 


Geo. H. Blackwelder, V.?. 


A. H. Ward, Pr 

Frank P. Stubbs, V. Pr.. 
C. S. Hichborn, 'Cas.. 
J. D. Wheeler, Cas 


.. Chestertown N.B., Chestertown Chas. T. Westcott, Pr... 
. First National Bank, Amherst. 


Herbert Cowles, Cas 
Everett M. Cook, Cas 
H. L. Sherman, Cas 
John V. Moran, V. Pr... 


Anton Pulte, V. Pr 


F. A. Schulte, 27 V. Pr.. 


S. B. Coleman, Cas 
P. E, Walsworth, Cas.... 


H. O. Fishback, Ass’¢ Cas. 
Chas. Kittelson, 2¢d V. P. 


Joseph F. Foard, Pr 


Isaac Lowenburg, V. Pr. 


A. G. Campell, Cas 


B. W. Owsley, Ass’t Cas. 


Geo. Milbank, V. Pr 
A. Johnson, Cas 


J. W. Hyde, Ass’¢ Cas... 


David E. Folsom, Cas.... 
R. S. Rising, Cas 


Herm. P. H.Oehlrick, V.P. 


W. G. Templeton, V. Pr. 
W.H. Taylor, V. Pr... 

Julius Beekman, Cas ... 
G. B. Bell, Cas.. 

W. B. Carey, Asst Cas.. 

Joseph H, Miles, V. Pr.. 


Lee Love, C. 


E. J. Wightman, Ass’t C. 
... Sav.B.for Co.of Strafford, Dover Chas. W. Woodman, /?r. 
.. Meredith Village Sav. B., M. V. 

. Wolfboro’ Savings Bank, 


Geo. G. Hoyt, Pr 
A. H. Rust, 
Chas, G. Cate, Acf’zg.... 


In place of 


. John W. Fogler. 


J. D. Wheeler, Jr. 


Geo. B. Westcott.* 
R. J. D. Westcott. 


.. Old Boston Nat’l Bank, Boston. Chester S. Stoddard, Cas. F. L. Church. 
.. Charles River N.B., Cambridge Chas. E. Raymond, /r.. 
.. First National B’k, Fall River.. 
.. Lawrence Nat’! B’k, Lawrence. 
.. N. B. of So. Reading, Wakefield Daniel G. Walton, V. Pr. 

. Am. Bkg. & Sav. Asso., Detroit. 


David B. Flint. 


. C. E. Hendrickson 
John R. Rollins. 


M. W. O’Brien. 
G. Pennell. 
G. D. Parmelee. 


. James P, ‘_ 
G. B. Bell 


E. M. Battis. 
Lee Love. 


1 E, E. Hutchinson Act. C. T. E. Schanck, 


Allentown. {| Wm. C. Smith, Ass’¢ Cas. E. E. Hutchinson. 


. Third National Bank, 


Jersey City. 


Henry Sembeck, V. Pr... 
Delevany DeLong,2dV.?. 


Geo. H. Farrier, Ass’t C.. 


.. People’s Nat’l B., N.Brunswick. H. G. Norton, V. Pr. 


eo National Bank, Plainfield. Francis H. Gardner, as. J os. M. Myers.* 
. Broad Street Nat’! B’k, Trenton Joseph Y. Lanning, V. 
. Mechanics’ Nat’l Bank, Trenton John Moses, /r 


. Mechanics’ Nat’l B’k, Trenton. 


.»-- First National Bank, Canton . 


. First National Bank, Edmeston. 

. First National Bank, Geneva. 

. First National Bank, { 
Mechanicsville. 


. Moravia National B’k, Moravia. 
.. State B. of Norwood, Norwood. L. R. Ashley, V. Pr.. 


. Citizens’ N. B. , Saratoga Spgs. 
. First National B’k, Statesville. . 
. City National Bank, Canton.. 


John S. Chambers, V. /r. 
B. Hodskin, V. Pr 
eC, Brockway, V. EPs 
. Thomas H. Chew, Cas.. 
Geo. Rogers, Pr 

Wm. W. Smith, V. Pr.. 
J. P. Cady, V. Pr 


H. Newell, V. Pr 
Bo Sins Irvin, V. Pr 


OREGON Metropolitan Sav. B. , Portland. D. F. Sherman, Cas 


. Portland Nat’l Bank, ’ Portland. 


Wm. Lowe, Acting Cas.. 


* Deceased. 


. Wm. T. Scott. 
John C, Greene, 


Peter H. Barr. 
C. P. Hogue. 
D. F. Sherman. 
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Bank and Place Elected, In place of 
PENN... First National Bank, Newville. L. H. Randall, V. Pr.... J. B. Hursh. 
w .. Market St. Nat’l Bank, Phila... Geo. D. McCreary, V. a” 
w _.. Merchants’ Exch. Bank, ignee Geo. N. Stubbs, Cas..... Thos. R. Ash. 
w _.. Merchants’ National Bank, ee i. Meicgs . sdegunes 
Williamsport. } RalsaC. Clark, Ass’ Cas. cece sees 
” . First Nat’l Bank, Wilkes Barre. P. M. Carhart, Cas...... B. W. Marcy. 
TENN... Elk National B’k, Fayetteville. John H. Rees, Peto. : ~ kenenewe 
u . First Nat’l B’k, South Pittsburg G. C. Connon, V. Pr.. steceene 
Texas.. First National ee, Pls ccc Mee Gi BE Fe FO cess. endzone 
Vr. .... Nat’l White River B’k, Bethel. D. C. Denise, FP... Nelson Gay. 
Va...... Front Royal N. B. , Front Royal D. C. Cone, Ass't C..... T. Wolfe. 
Wis.... Fonddu Lac N. B,, Fond du Lac Fred. Rueping, VPr..... we wneee 
» .. Falls Bank, Sheboygan Falls... Walter C. Bode, Cas.... J. C. Fairweather. 
OnT.... Can. Bank of Com., Brantford. J. Pe es csnccecucs W. Roberts. 





7 
* 
> 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Continued from May No., page 868.) 


No Name and Place. President. Cashier. Capital. 
3693 Sussex National Bank........... ....cccceees 
Seaford, DEL. M. J. Morgan, $50,000 
3694 First National Bank............ Geo. A. Wright, 
Palestine, TEXAS, Lucius Gook, — 50,000 
3695 First National Bank..... ihedawe Michael J. O’Meara, 
Meade Center, KAN. Matthew H. Ewart, 50,000 
3696 First National Bank............ Dolphus S. Lynde, 
Canton, N. Y. John Pickens, 65,000 
3697 People’s National Bank......... Geo. W. De Voe, 
New Brunswick, N. J. T. E. Schanck, 100,000 
3698 Fort Dearborn National Bank... Homer N. Hibbard, 
Chicago, ILL. Seymour Walton, 500,000 
3699 First National Bank............ Christopher C, oe, 
Decatur, ALA, Wm. W. Littlejohn, 100,000 
3700 Western National Bank......... Daniel Manning, 
New York City, N. Y. Ferdinand Blankenhorn, 3,500,000 
3701 First National Bank............ Joseph F. Foard, 
Natchez, MIss. A. G. Campbell, 100,000 
3702 Elk National Bank............. Robt. D. Warren, 
Fayetteville, TENN Wm. B. Donthat, —_50,000 
3703 First National Bank............ . Edgar Henderson, 
Coldwater, Kan. John P. Jones, 52,000 
3704 First National Bank............ Leander Choate, 
Merrill, WIs. J. W. Ladd, 50,000 
3705 Merchants’ National Bank...... J. Wood Mussnia, 
Williamsport, PENN. John H, Boyer, 100,000 
3706 First National Bank............ J. D. Wilson, 
Kansas City, KAN. Wm. Albright, 100,000 
3707. Equitable National Bank........ Frank H. Reno, 
Cincinnati, O. John M. Blair, 350,000 
3708 Third National Bank........... R. N. Hood, 
Knoxville, TENN. J. A. McKeldin, 250,000 
3709 Broad Street National Bank..... Lewis Parker, 
Trenton, N. J. Jos. G. Brearley, 100,000 
3710 First National Bank............ Oliver C. Ewart, 
Ashland, KAN. John C, Thurman, 50,000 
3711 Atlantic National Bank......... Samuel H. Fields, 
Atlantic, ILL. John P. Hieronymus, 50,000 
3712 First National Bank.. ......... Daniel Hughes, 
Liberty, Mo. James T. Riley, 50,000 
3713 Merchants’ National Bank...... H. D. Hemler,. 
Harrisburg, Pa. John R. Shoemaker, 100,000 
3714 Merchants’ National Bank....... F, R. Fulton, 


Devils Lak, DAK. E, A. Gowran, 50,000 


| 
| 
| 
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NOTES ON THE MONEY MARKET. 
A FINANCIAL AND COMMERCIAL REVIEW. 


The month of May has been a surprise in some branches of business and 
a disappointment in others. Spring trade started off well in the wholesale 
and jobbing branches, and was ahead of last year, as country and retail city 
trade generally bought more freely than for several years, in March, in 
expectation of a larger business in consequence of the improvement in the 
times, and also to get the cut freight rates in anticipation of the operations 
of the Inter-State Commerce law in April. 

As a result, which was noted in our last, the April volume of business was 
lighter than usual; but it was expected to show an increase for May. Reports 
from traveling men in the Eastern and Middle States, show that it has been 
a disappointment in nearly all lines of manufactured goods, for which the 
retaii demand is said to have been less than for April and May of last 
year. The causes assigned are, in cases, the backward season. But when 
compared with last spring, this season has been little if any more backward 
than last, and hence does not explain this year’s deficit. But the majority 
agree that this loss of trade is due chiefly to the strikes of a year ago, 
which have entailed the loss of millions of money to both laboring men and 
Capitalists who have less surplus earnings from last year, to spend this year, 
than they had a year ago. Not only this, but they say the fear of losses from 
the strikes of this year and the unsettled and unfriendly relations of capital 
and labor, are making people timid, and both classes are rather keeping what 
they have, against an evil day, and spending as little of what they are 
making, as possible. In the West this is not so generally complained of as 
East, for the reason that the pushing of new railroads and extensions of old 
systems and the activity in new manufacturing industries in the far West, as 
well as the active speculation in real estate, are making times better and 
money more plenty in that section of the country than in the East. The 
same is true of the South, as a rule, and hence the slow return of money 
from the South and West this year, where far more than usual has gone, 
and gone to stay, or until there is a reaction from the present activity. This 
latter has been one of the surprises of the past month, alluded to at the 
beginning of this article, as the lighter spring trade in the East and Middle 
States has been the chief disappointment. Another, and the chief of the 
surprises, has been the continued increase in the earnings of the railroads 
during April, which have been returned the past month, and show that while 
the tonnage was largely reduced from that of March, owing to the rushing 
of April business forward in March to avoid the Inter-State Commerce law 
in April, and even materially less than in 1886, the earnings have been as 
much larger in April, this year, than last, as they were in March, this 
year, than last. The result of this was to start up speculation on the bull 
side of the stock market, and carry prices to the highest point in many 
cases on the reaction of 1885-87. This was due in good part to home 
buying, and largely of an investment character, by parties who are turning 
attention from bonds that are paying 4 per cent. or less interest, on the 
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market price, and seeking some less gilt-edged bonds or dividend stocks that 
promise both a larger interest and a greater advance. Hence, the junior 
issues of the older roads and their stocks, as well as the first mortgage 
bonds of the newer roads and reorganized properties, have attracted more buy- 
ing and have advanced more sharply, including some specialties, than the 
high-priced, or low rate interest, first mortgage bonds of the older roads. At 
the close of the month, however, this upward movement halted, and in some 
properties seems to have culminated, as the cliques have taken advantage of 
this renewal of activity to dispose of a good many pooled stocks on which 
they had received large loans to carry them through the dullness of March 
and April, which might be difficult to raise should the money market work 
still closer later in the summer, as has come to be quite generally feared of 
late. Indeed, this fear has had its effect in causing this halt, and it is now 
an accepted belief that the United States Treasury will be called on to 
anticipate the redemption of its bonds before maturity, by purchases in the 
open market, by next fall, when the new crops begin to move, if not before. 

Notwithstanding the great ease of the European money markets, our own 
money market now stands as a barrier to much further advance in the prices 
of either stocks or bonds, barring some of the specialties that are still on 
the hands of the cliques. Europe has not been so free a buyer of our securi- 
ties for some time past, although taking enough all the time to keep the 
foreign exchange market easy, together with a better supply of com- 
mercial bills the last of the month, due to a revival of exports of bread- 
stuffs. This has supplied a demand which has been moderate, notwithstand- 
ing our imports have largely increased of late, over a year ago. Yet as 
the bulk of our imports are now made by consignment of European manu- 
facturers to their agents here, instead of by sale to our importers, on the 
other side, in order to secure the benefit of undervaluation, free remittances 
of sterling bills may not follow free imports as closely as formerly, when 
our imports consisted chiefly of actual purchases instead of consignments as 
now. 

As to the prospects of the foreign exchange market, it may be safe to say 
that our exports are rather likely to still further increase than decrease for 
the summer months, as the deficit of Europe to the next crop of wheat is 
larger than for several years, while her stocks are very much lighter, as well 
as the surplus from old crop available from other exporting countries. As 
to the prospects for the next crop year, which begins in August, the same 
conditions are likely to continue with a good export demand for our wheat 
and flour if not for our corn and provisions and cotton, which will no doubt 
be sufficient to keep the foreign exchange market in an easy condition, with- 
out apparent prospects of gold exports to settle the balance of trade against 
us again, unless the rates of money there shall advance to a point to draw 
money back from this side. Should the crops prove abundant, and the export 
demand as large as it promises to be, there is little chance of this. ‘The 
banks have also been strengthening their reserves the past month, and while 
the surplus is small compared with recent years, it denotes a healthy state 
of general business rather than otherwise, as large reserves denote a depressed 
state of trade. 

On the other hand, and in apparent contradiction to the above indications 
of trade, it is claimed that the iron industries are being overdone, and 
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that stocks are accumulating while prices are not fully sustained, and that 
the woolen manufacturers are again over-producing; and, with an over-supply, 
that the market is weakening in spots not only, but in a good many places, 
This latter seems to fit in with the reports of poor retail trade during the 
past two months. But the anticipated effects of the Inter-State Commerce 
law upon new railroad building have not been realized; for, instead of checking 
it, there has not been such activity in the history of railroad building as 
the first six months of this year will show. The demand for new 
material and equipment must therefore be correspondingly active, and, hence, 
it is not the new law nor the lack of demand that ails the iron trade, if 
these reports of its weakening tendency are true. It must, therefore, be the 
result of an enormously increased capacity for production. This, indeed, as 
well as in the manufacture of woolen goods, is said to be the trouble, rather 
than in lack of demand, generally. 

The reported failures throughout the United States for the past month, 
however, are the least for years, and less than for the previous month. 
Should this improved showing continue, it would not seem to bear out the 
above reports of the decreased demand for goods, but go to show rather 
that the trouble really is in too rapid increase in production in this country 
not only, but in the rapid increase of importations, stimulated by a system- 
atic undervaluation, by which our own manufacturers are being undersold 
with European goods, which pay but a small part of the duty necessary to 
protect our own manufacturers. 

Outside of financial and industrial circles, the chief points of interest are 
the enormous speculation in wheat and coffee, and the prospects of the crops 
and of the success of the bull cliques that are in complete control of these markets. 
As to these prospects, those of the Rio coffee crop are generally believed 
to be about 1,000,000 to 1,500,000 bags short of the average for the two 
years past, while the winter wheat crop of this country is likely to be de- 
ficient, both in acreage and yield, compared with an average year, and even 
with last crop, while the spring wheat prospects are good for an average 
year. India, however is deficient, and to a material extent, while the season 
in Europe is backward, with the prospect of a late harvest, and of little, 
if any increase over last year, as a whole. These being the prospects of the 
coming crop, it will be of interest to explain the position of these markets 
for the surplus of the old crop, as well as the speculative situation, and the 
supposed identity, purposes and ability of the cliques to carry through two of 
the most gigantic deals ever undertaken in these markets in this country. As 
to the wheat clique or cliques, there are two and perhaps three, but only 
brokers are known, and that their principals have all the money they want 
to margin up on options, and take and pay for the stock in the country. 
These are styled the California clique and the Cincinnati syndicate, rep- 
resented respectively by Rosenfeld and Irwin & Green, on the Chicago 
Board of Trade, while C. J. Kershaw is the leading spirit in the manipu- 
lation, and is variously referred to as the general in chief of the two clique 
forces, who work together, as well as represents another unknown party, or clique, 
by many believed to be Armour. On the other side are the late ‘‘ Big Four” bear 
combination of Chicago, and their followers, who comprise the great body of 
the members of Pg Chicago Board of Trade, who are supposed to be short. 
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to these various cliques fully 40,000,000 bushels of June wheat in that 
market alone; while the stock of the No. 2, or speculative grade, there is 
only about one quarter of that amount, with possibly 6,000,000 more, that 
could be brought in from Duluth, Milwaukee, Minneapolis, and the Northwest 
during June, making 16,000,000 bushels as the maximum that could be 
delivered on the 40,000,000 of short contracts. This is the generally ad- 
mitted situation, while the shorts are the biggest operators on the Board of 
Trade, and supposed to be worth squeezing for a large amount. The clique 
on the other hand have put up millions in margins on this 40 millions of 
long wheat, on which Ioc. per ber bushel original margin has been gene- 
rally called, under the rules, which would amount to $4,000,000. As much 
more is tied up in the Chicago banks if the clique have called original 
margins only on the shorts, and probably half as much more if they have 
kept shorts margined up to the market, as they had a perfect right to do, 
for the market has advanced already an average of 5 cents at least on the 
clique purchases, which would represent $2,000,000 in profts on the deal 
already. In addition to this money $3,000,000 was reported as received in one 
day by the clique brokers from Cincinnati, during the last week in May, 
besides several millions more at other times and from other sources, inclu- 
ding Chicago banks, with which to pay for the No. 2 wheat in Chicago 
delivered on June Ist. At an average price paid by the clique of 83 cents, 
the market being 8834 cents on the last day of May, $8,300,000 were required 
to pay for 10,000,000 of wheat, and $11,000,000 supposing they took in the 
whole stock of No. 2 in Chicago. Such is the magnitude of the Chicago 
wheat deal in the June option alone, besides a large amount tied up in 
‘aargins on every month from May to December, and even on May, 1888. 
So persistent have the bears been in selling ‘‘this wheat” that they have 
sold this crop to the clique until they were afraid to sell it longer, when 
they sold the next crop over and over, to the public, even before the 
spring crop was sown or the winter crop assured. Here is seen to be at 
least $20,000,000 of money tied up by the June wheat deal directly ; 
and, indirectly, a large amount more by ‘‘straddles” between that and all the 
other markets in the West and Northwest. Not only this, but this same 
California Syndicate, which is supposed to embrace the bonanza kings, from 
the fact that it had unlimited credit at the Nevada Bank, owns and holds 
all the California wheat in California, on passage, and in Liverpool and 
London, while the New York market is supposed to be oversold to the 
Cincinnati cliques’ friends in New York, which is supposed to be backed by 
the Standard Oil kings, from whom the money was believed to have been 
forwarded to Chicago, to take in the June wheat. 

Ladenburg, Thalmann & Co., the New York bankers, in whose firm Bleich- 
roder, the great Berlin Government banker, is a special partner for $600,000, 
are supposed to have a large amount of long wheat in the New York market, 
while they took in and shipped a large part of the 3,000,000 bushels of red 
delivered on May contracts, and Gruner & Co., who have been the chief 
manipulators of the great advance in coffee, from about 8 cents up to 16, 
took in the bulk of the balance of the May deliveries, but no one knew 
for whom. 

This is the present status of the greatest wheat deal that has ever been attempted 
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in this country. But the clique have not as yet bulled the market, only 
they have bought all that the bears would sell, when the market was weak, 
while they have sold every time the shorts have been scared into covering, 
and checked the advance, every time it became wild. Evidently the manipu- 
lators have not been ready for the advance so far. But it is said that the 
deal will culminate in June, and that the big shorts will be compelled to 
pay $1 before the clique will settle with them. As they have all the June 
wheat, they can make their own price, for the outsiders who followed the 
clique, and are long, bought July instead of June, fearing the clique would 
turn the deal over from June into July, as it did from May into June, 
and leave them to get out of their June at the least price the shorts would pay. 
The big shorts believing this too, doubled up their line of short June wheat, 
after the latter was at a premium over July. It will thus be seen that 
while the clique has all the June wheat itself and no one else has any to 
sell to the shorts, they have got the short interest in this crop all concentrated 
in June, where it can now be ‘‘squeezed for all it is worth” at the same 
time. Even the bears themselves admit that it has been not only the most 
secretly, but the most skillfully managed deal that was ever run in these 
markets, as it is the most gigantic and involves the most money, staked upon 
belief in present prices as a safe investment. 

In addition to Gruner & Co., the leading spirits in the coffee deal, Skiddy, 
Minford & Co., Scott and Hard & Hand, are said to have made immense 
sums for their customers out of the advance from 8 to 20 cents per pound. 
This movement, however, was started on the other side, and this market was 
bulled by cable, from there largely as well as from Rio, where the short 
crop scare set the trade wild, and they bought wherever they could do so 
cheapest. The European markets generally have moved up with this, and, 
with light stocks in the hands of the trade in this country, the movement 
was made doubly easy by the aid of consumptive demand. But the 
belief is that the shortage of crop is now over-discounted, and that the adultera- 
tion of coffee will increase, at 20 cents per pound, to such an extent as to 
seriously reduce consumption and cause a sharp reaction, even should crop 
estimates prove true. 

Other markets, except cotton, have shown little activity, and have been some- 
what irregular. Provisions have declined under an increased supply of hogs at 
the far West, while export demand has been very slow and the bull specu- 
lators got tired of waiting for the promised corner in ribs and lard that was 
seen in pork in March, and threw over their lard, causing a decline of over 
I per cent. per pound in both. Cotton has been irregular, but on the whole, 
its tendency has been upward and seems to be so still upon a good statistical 
position of the market, with good milling demand and increasing speculation in 
this staple again after three years of neglect and depression. Petroleum 
has become an almost obsolete article of speculation, as the Standard Oil 
Company has killed the speculative goose that laid its golden eggs. But it 
has the producers of this country and the refiners in their grip still, thanks 
to the ‘“‘honest” statesmen of Harrisburgh, who killed the Anti-Standard Pipe 
Line Charges bill in the Pennsylvania Legislature. Otherwise there is little 
of change or interest in these markets, except that ocean freight lost most of 
the advance of the winter during the spring, but are now looking up, 
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since European exporters of our wheat made up their minds that it 
was useless to wait longer for the Chicago wheat cliques to collapse, 
and that they would get hungry on the other side if they waited 
any longer, and bought our wheat freely, as they have for the last of 
May, on orders from the other side, although they have kept selling next 
crop options, of which they were already very heavily short for European 
account, and on which they are likely to lose all they have made on the 
short side for three years past, when there was a premium of I cent per 
bushel on each successive future month, whereas, there is now a discount on 
every month from June to December, which thus compels the shorts to pay, 
and not to make the carrying charges as always hitherto. This is a radical 
and unprecedented change in the speculative position of this market that 
will last, so long as the bears continue to sell and the clique to buy the 
long futures at a discount. . 
The reports of the New York Clearing-house returns compare as follows: 
1887. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
May 7.. $356,420,300 . $76,850,100 . $21,830,800 . $376,633,200 . $8,320,200 . $4,522,600 
** 14.- 365,481,800 . 75,161,900 «+ 22,935,100 + 375,742,200 . 8,277,900 . 4,161,450 
** 21.. 365,843,600 . 74,439,000 . 23,882,200 . 374,656,000 . 8,264,800 . 4,657,200 
*6 28.. 364,463,500 . 73,755;600 . 24,889,200 . 371,460,800 . 8,266,000 . 5,779,600 
The Boston bank statement is as follows: 
1887. Loans. Specie. Legal Tenders. Deposits. Circulation. 
April 30...... 140,530,700 .... 10,234,500 «e+- 2,360,100 .... 106,819,000 .... 10,103,600 
141,789,800 .... 10,665,300 .... 2,423,700 . 111,062,600 .... 9,949,700 
141,270,400 ... 11,536,300 .... 2,488,200 .... 112,262,900 «+++ 9,953,900 
142,859,900 .... 17,193,700 «+62 2,401,900 .... 113,166,300 .... 9,966,500 
143,927,300 .... 10,897,500 .... 2,467,100 .. . 112,290,200 .... 9,981,100 
The Clearing-house exhibit of the Philadelphia banks is as annexed : 
1887. Loans. Reserves. Deposits. Circulation. 
May 7....0+0+ $88,162,600 .... $24,768,000 .... $87,633,000 eves $3,452,650 
. Shcce wen 88,332,000 pine 24,169,000 sees 88,147,700 oeés 3,450,150 


od 87,712,990 ine 23,916,600 eee 87,412,700 ose 39444)150 
‘6 88,669,200 a 24,084,450 sees 88,258,800 eee 39443,150 


CEP 
DEATHS. 


Forst.—On May 9, aged sixty-five years, DANIEL P. ForsT, President of Mechan- 
ics’ National Bank, Trenton, N. J. 

GILMAN.—On April 13, aged seventy-one years, ELIAS E, GILMAN, Treasurer of 
Mechanics’ Savings Bank, Winsted, Conn. 

Lonc.—On April 24, aged seventy-three years, NIMROD LONG, senior partner of 
firm of N. Long & Co., Russellville, Ky. 

Macy.—On May 19, aged eighty-two years, WILLIAM H. Macy, President of 
Seamen’s Bank for Savings, New York City, N. Y. 

McKiIm.—On May g, aged seventy-one years, ROBERT McCKImM, President of First 
National Bank, Madison, Ind. 

MONAHAN.—On May 13, aged seventy-five years, THOMAS MONAHAN, President 
of Fulton National Bank, New York City, N. Y. 

WESTOVER.—On May 10, aged eighty-nine years, JOHN WESTOVER, President of 
Bank of Richmondville, Richmondville, N. Y. 








